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THE SOUTH FACES CHANGING DEMANDS* 


HENRY A. WALLACE 
U. S. Department of Agriculture 


The beginning of wisdom in both the economic and political 
world is the willingness to cooperate with the inevitable. Many 
people, homesick for the world of yesteryear, try to turn back the 
clock. It cannot be done. Labor has never yet been able to 
sidetrack permanently a labor-saving invention. Capital has 
occasionally been able to do so, but even here the pressure for 
prompt utilization of the best we know has usually been too 
great. 

We have not merely the problem of accommodating ourselves 
to a rapidly changing technology but also to a rapidly changing 
political world. When I speak of a changed political world, 
I mean first that the World War fundamentally changed the 
relationship of the United States to other nations; second, that 
the World War made all nations highly nationalistic and eager 
to become self-contained; third, that the common people over 
the entire world are demanding that the improved technology 
give them a higher standard of living, and fourth, that in most 
nations there is a strong centralization of power not only for 
purposes of military and economic warfare, but also for the 
purpose of giving the common people the highest possible degree 
of employment and standard of living compatible with vigorous 
plans for military and economic warfare. 

It is my intention to discuss first the possible effect of the tech- 
nological changes on the demand for a few of the leading products 


* A paper read at the Economics Symposium held at Duke University, November 18, 1938. 
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of the South, and second, the effect of probable political changes 
on the demand for these products. 

Technology seems to be both a threat and a promise to the 
South. Thus far, technology has contributed a signal service in 
the development of the cotton oil industry. However, in the 
development of synthetic fibers, like rayon, it seems for the most 
part to bea threat. Attractive fabrics utilizing cotton and rayon 
can increase the utilization of cotton; but eventually it may be 
possible to make synthetic fibers superior to cotton at a lower 
price than cotton can profitably be produced. 

Today, we know that while rayon is not directly competitive 
with cotton, its production in the United States has increased 
from 52 million pounds in 1925 to over 300 million pounds in 1938. 
We know further that a tire company cooperating with one of 
the prominent chemical concerns is substituting a rayon product 
for cotton in automobile tires. The introduction of rayon cord 
for automobile tires has also brought about, through research, 
the production of superior cotton cords for automobile tires. If 
the rayon cords should prove to be definitely superior, the market 
for several hundred thousand bales of cotton might eventually 
be lost. 

We know furthermore that Germany and Italy, which, previous 
to 1930 used to take an average of about 2,400,000 bales of cotton 
a year, during the past two years have taken an average of only 
1,700,000 bales of cotton. These figures are for cotton from all 
sources, not merely American cotton. This cotton deficit has 
been more than offset by synthetic fibers. The success of Germany 
and Italy in making synthetic fibers and the development of other 
natural fibers has probably brought about a permanent reduction 
in the European demand for American cotton. There has been 
much debate as to whether the German and Italian fibers can be 
produced as cheaply as American cotton, but it would seem these 
debates are academic when applied to a totalitarian state with a 
surplus population. Such a state will always reach the con- 
clusion that a synthetic product made at home is more to be 
desired than an imported product even though the cost of the 
imported product is somewhat less. 

The most recent development in synthetic fibers is that of the 
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Du Pont Company which is setting up an extensive plant, sup- 
posedly costing at least $7,000,000, at Seaford, Delaware. Asking 
the Chief of our Bureau of Chemistry and Soils for information 
about this product I received the following: 


The new Du Pont synthetic fiber is the product of the late Dr. Wallace 
H. Carothers’ brilliant work. The patent for the preparation of the 
material was issued September 20, 1938. This patent covers a fairly 
simple combination of dibasic carboxylic acids with basic substances 
known as diamines. The dibasic acids included range from carbonic acid 
with one carbon atom to the 18 carbon atom dibasic acid. In’similar 
manner the diamines (from coal tar) listed in the patent, range from the 
2 carbon ethylene-diamine to the corresponding 18 carbon diamine. The 
examples of dibasic carboxylic acids cited in the patent are adipic and 
sebacic. 

If sebacic acid (10 carbon dibasic acid) is used this can be most readily 
obtained from castor oil through its constituent, ricinoleic acid. Most of 
the examples cite adipic (6 carbon dibasic acid) acid and the fact that the 
Du Pont Company call the fiber ‘'66’’ indicates that they are evidently 
relying on adipic acid. Adipic acid can be made by the hydrogenation 
of phenol, a coal tar product, to cyclohexanol which in turn is oxidized 
to the desired acid. The selection of adipic acid by the Du Pont Company 
is further confirmed by the statement of an official of that company to the 
effect that this-is *‘the first man-made organic textile fiber prepared wholly 
from raw materials from the mineral kingdom.”’ 


I hope no one goes into the business of castor bean growing as a 
result of this indication that a constituent of castor oil could be 
used in the production of this new synthetic fiber. Undoubtedly 
coal tar products are to be used extensively. My guess is that 
there is a considerable question as to whether castor oil will be 
used to any great extent or even at all. Perhaps no product of 
the American farm will be used in this new fiber. We shall all 
of us await fresh information with great eagerness. 

Undoubtedly, the Du Pont fiber will have very little effect on 
the cotton market at any time during the next four or five years. 
If we may judge the future from the past, we would expect the 
greatest impact to come perhaps 15 or 20 years from now. At 
the start the chief use will probably be in competition with silk 
because apparently the new fiber has a unique combination of 
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high tensile strength, great flexibility and unusual elasticity. 
Because of its unique qualities it may for a time be sold at an 
even higher price than silk. As to what its ultimate production 
cost may be when experience is combined with large volume of 
output no one can say at this time. Some think that it will 
gradually cut off the use of cotton in the higher priced goods, 
leaving to cotton only the very low price field. 

It would seem to be exceedingly desirable for the Land-Grant 
Colleges of the South, the Department of Agriculture and the 
Southern farmers to know the trend of such an invention as soon 
as possible. If the emphasis in the future is going to be in- 
creasingly on the use of cotton for low-priced goods, it may be 
necessary to breed a different type of cotton and put emphasis on 
low cost harvesting methods even though such methods mean 
lower grades. Such developments would tend to shift cotton 
production increasingly from the eastern part of the belt to the 
western. It is premature, of course, to say that such development 
will take place. I am mentioning the possibility because I feel 
all of us should face the future with wide-open eyes. We can’t 
stop new inventions, but we must learn to cooperate with them 
to the utmost once the trend is clearly perceived. 

Paper also continues to make serious inroads upon cotton in 
many ways, particularly as bags or containers. Here the problem 
is fundamentally one of lower costs and an improving production 
technique which is making paper better adapted than formerly 
for performing services in many fields of use. An additional 
factor which merits attention in considering the problem of 
competition between cotton and paper is that in many of its 
branches the paper industry is more highly organized and better 
able for that reason to put on an effective drive for new business. 

Increased use of tractors especially in the western cotton belt, 
improved varieties, better methods of combating boll weevil, 
more efficient use of fertilizer, etc., have made it possible in years 
of ordinary weather to produce too bales of cotton today with at 
least 20 per cent less labor than was used 15 years ago. Improved 
methods have made it possible to produce in the ordinary year 
about 210 pounds of cotton per acre as compared with about 165 
pounds 15 years ago. 
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Further improvements can be made and it is quite possible that 
20 years hence the national yield of cotton per acre in years of 
ordinarily good weather will be 300 pounds per acre. To bring 
this to pass it will be essential to plant only the best land to 
cotton, and to encourage the universal planting of varieties which 
are even superior to those which we now have. It is quite possi- 
ble that 20 years hence we shall be planting only 20,000,000 acres 
to cotton. And if the synthetic fibers continue to develop as 
rapidly as they have during the past 15 years we may be planting 
less than 15,000,000 acres to cotton, most of which would probably 
be planted west of Alabama. 

Summing up, it appears that for the most part, technology 
developed wholly from the industrial side has been a threat to 
the peace of mind of the Southern people. Is it not pertinent to 
ask, why not put technology to work for agriculture rather than 
against it? That is the reason why so many agriculturists have 
been interested recently in developing a counter attack of their 
own. That is the reason we have in the 1938 Agricultural Act 
provision for a million dollar laboratory somewhere in the South 
to discover new uses for Southern farm products. If we can 
develop an additional research program of fundamentals and 
apply this in a newly developed technology, we may be able to 
keep cotton in the running in competition with synthetic fibers 
developed by chemists of the great industrial concerns. If we 
fail, we may have to find something else to do for the 10,000,000 
people who have been getting their main livelihood out of growing 
cotton. 

Tobacco, which next after cotton is the big cash crop of the 
South, is not faced with any technological threat. On the con- 
trary, technology has helped the cigarette types of tobacco. 
The consumption of manufactured cigarettes has increased by 
leaps and bounds. Although a large part of this increase has 
been due to changes in consumer preferences, no doubt some of it 
has been due to lower manufacturers’ costs resulting from tech- 
nological changes. In the states of Virginia, North Carolina, 
South Carolina and Georgia, however, we have seen an extra- 
ordinarily good demand for tobacco at a time when the cotton 
producers in the same territory were in serious trouble much of 
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the time. Right now tobacco over most of this territory is 
above parity while cotton is about one-half of parity. Many 
cotton growers in the Piedmont section of these southeastern 
states would of course like to get into tobacco, but if they did 
it would not be long until tobacco prices fell to one-half of parity 
or perhaps even less. The cotton farmer cannot help himself 
by ruining the tobacco farmer. 

The peanut, which grows to splendid advantage on certain of 
the sandy soil types in the southeast, will probably receive con- 
siderable benefit eventually from the technological discoveries. 
Dr. George Carver, the chemist at Tuskegee, has long contended 
that the peanut had in it extraordinary industrial possibilities. 
The protein in peanuts is more nearly complete than most plant 
proteins. Like the soybean, the peanut may perhaps be the 
beneficiary of technological discoveries. But no matter how 
great may be the contributions of technology to the peanut it 
seems unlikely that they will be of such a magnitude as to enable 
peanuts to furnish any very great alternative opportunity for 
cotton farmers. 

Improved technology should have a beneficial effect on the 
forest industries of the South. There are about 200 million acres 
of forests in the South. Forest industries there have supported 
almost a million people. Trees grow rapidly in the South, but 
with adequate fire protection and proper cutting methods, present 
forest increment can be doubled. Forests and forest industry 
pay rolls in the South might then support nearly 2 million people. 

It is reported that some of the South’s pulp mills, and some of 
the 8,200 sawmills which were operating there in 1936, have 
started to use modern methods that approach sustained yield. 
If, however, these leaders return to the practice, still general in 
the South, of gutting the forests and exploiting labor, the result 
must be disastrous. For thoughtless forest exploitation leaves 
its ghost towns just as surely as coal mine exploitation. Northern 
capital, together with certain of its Southern satellites, may make 
money out of such exploitation, but large areas are left desolate 
and forlorn. Here would seem to be a field for suitable cooperation 
between the central government and the states, through regulation 
if necessary, to protect the long-time interests of the South. 
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I do not have the time to indicate many details of the way in 
which technology will inevitably help the South through the 
establishment of new industries. Slowly but surely the South 
will be given a better freight rate structure relative to the rest of 
the country. Inevitably, many types of industry will expand 
faster in the South than in the North, partly because of milder 
winters, partly because of greater natural resources, partly because 
living costs are lower and partly because here is a large population 
which formerly was able to get a living out of agriculture but 
which can no longer do so to the same extent because of changed 
conditions. 

The textile mills which have so rapidly developed in the Pied- 
mont region since the Civil War, and especially since 1921, are 
merely a forerunner of other developments to come over a large 
part of the Southeast. These developments can come only as 
fast as the young people of the South are trained to use their hands 
in a different way. Many of the Southern factories will not in 
any way be competitive with the Northern factories, but those 
which are competitive will ordinarily be more up-to-date and will 
have the advantage not merely of the milder winters and cheaper 
living conditions of the South, but also the greater efficiency of 
modern machinery. 

As Southern industrial development progresses, there will al- 
ways be the question of the extent to which the benefits are flow- 
ing to the Northern capital and a rather small number of trusted 
Southern lieutenants. As we consider the alternatives, however, 
I am inclined to think the South should welcome Northern capital 
because in most factories it is possible for a farmer's son or daughter 
to earn several times as much as can be earned growing cotton. 
If Northern capital gets too large a share out of industrial exploita- 
tion of the South, the injustice may be remedied perhaps by using 
a part of the federal income tax money for federal aid to education 
in those states which have an income per capita below a certain 
level. Perhaps there can be other federal and state safeguards 
which while permitting capital to flow will protect to some extent 
the resources and labor of the South. 

Concluding this brief analysis of technology in relation to the 
South, it would seem that there will be a steady but not a rapid 
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drift away from one-crop farming, and especially away from cot- 
ton. So far as technology can influence the outcome, more people 
will be working in factories and fewer on cotton farms. More 
people in industry, including forest industries, will mean somewhat 
more market garden farms and eventually perhaps more poultry, 
more dairying, and more livestock. 

The political forces growing out of the World War are working 
in much the same direction as the technological forces. In 1934 
I wrote a pamphlet entitled ‘‘America Must Choose’, indicating 
that when the United States was suddenly shifted by the World 
War from a debtor to a creditor nation, certain choices became 
necessary. Previous so the World War we paid foreign nations 
annually about 250 million dollars in interest charges and dividends 
as well as sending about 350 million dollars additional of American 
money each year to foreigners by our tourists, through immigrant 
remittances and freight payments on goods shipped in foreign 
vessels. The dollars which foreigners obtained in these various 
ways gave them a comfortable method of buying our surplus farm 
products before the war. 

After the war the foreign nations continued to purchase our 
surplus farm products in volume chiefly because we were willing 
to loan. During the last half of the ‘20's the foreigners sent us 
over 500 million dollars a year in interest and dividend payments 
and our banking houses loaned the money back to them. In this 
way they were able to buy considerable quantities of our farm 
products at prices which were not completely disastrous. 

In ‘‘America Must Choose”’ I suggested we had the choice before 
us of continuing to be a high-tariff nation and cutting down very 
radically on the production of farm products which we used to 
send abroad or reducing our tariffs very radically; or reducing our 
tariffs moderately and cutting down moderately on the production 
of the stuff we used to sell to foreign nations. 

Of course there are a thousand middle-course choices all the way 
from extreme isolation on one side to extreme free-trade liberalism 
on the other. Undoubtedly our choice as we continually make it 
from week to week and year to year is not an absolutely fixed one 
although as time goes by our opportunities for choice become 
somewhat less. For a time I thought world events were going to 
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permit us to make a true middle-course choice. That was before 
September 27 of 1938. 

The totalitarian states work so largely through sudden applica- 
tion of embargoes, exchange controls and bi-lateral agreements 
which are at variance with the most favored nation policy of non- 
discrimination followed by the United States that the 1938 enlarge- 
ment of their sphere of influence pushes us off center a little toward 
the isolation side. Moreover, the totalitarian states because of 
their control of the press and the radio are able to discipline their 
people to get along without foreign imports and to accept inferior 
homemade substitutes as a joyful patriotic duty. 

Going along with this we find a profound determination on the 
part of many countries either to grow their own cotton or to make 
substitutes at home or to buy cotton from someone else than the 
United States. A creditor nation which, like the United States, 
holds on to high tariffs is certain to force many of its customers 
into the kinds of devices I have just mentioned. If we had had no 
cotton control or no cotton loans during the period from 1933 to 
1938, there would still have been a very marked expansion in 
cotton acreage in China, Russia and Brazil. The rather small 
acreage increases in India and Egypt may have been influenced to 
some extent by our American cotton policy but the really sig- 
nificant increases in China, Russia and Brazil have been due for the 
most part to forces not connected in any way with the American 
policy. 

Because of the fact that the United States now has over half the 
gold in the world, because her tariffs are still high in spite of 
reductions made in trade agreements, and because she is determined 
not to loan any large volume of money to the outside world, it is 
to be expected that foreign nations will find it increasingly difficult 
to obtain the dollars with which to buy our cotton. The only 
door we have left open through which foreign nations may come 
to buy our cotton is the trade agreements door. This is a rather 
small door because the American people are afraid to let it be a big 
door. Because it is a small door the foreign nations are able to 
obtain only a rather small number of dollars with which to buy 
our cotton and other products. 

In 1938, the foreign nations will buy about three billion dollars 
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worth of goods from the United States as compared with about 
five billion dollars annually in the late ‘20's. In the late ’20’s we, 
in effect, financed a vigorous export trade by heavy loans to citi- 
zens and corporations in foreign nations while at the same time 
we, in a sense, financed an almost equally heavy import trade by 
heavy loans to people and corporations inside the United States. 
Today we know of very few nations outside of this hemisphere 
where we would care to loan any great sum of money. Neither 
would we care to loan as recklessly to our own people inside the 
United States as we did during the last part of the decade of the 
*20’s. 

Without changing in the slightest our theoretical ideas about 
the long time desirability of collective security and freer trade 
between the nations, it seems to me that now more than ever 
before we are under the practical necessity of facing the post World 
War facts for what they are. An excessive nationalism is rampant 
over the entire world. It is right that with our trade agreements 
and in other ways we should use our influence against the economic 
manifestations of these nationalisms. It is unfortunate that we 
have not been able to put more pressure on our trade agreements 
program rather than less. When I consider the psychology of the 
people in the United States and in other lands it seems to me that 
a most extraordinary job has been done by our trade agreement 
negotiators against almost impossible obstacles. But extraordi- 
nary as these efforts have been, the results have not been enough 
to obviate continued programs of acreage adjustment. 

Including the trade agreement recently concluded with Great 
Britain, we may have opened up a market by reason of all our 
trade agreements for the product of ten million acres, more or less, 
of agricultural land than would have been the case if there had 
been no trade agreements. There is no precise way of making an 
estimate of this sort but we do know that we have obtained out- 
lets which otherwise would not have existed for American wheat, 
pork products, and fruit. Of perhaps equal importance is the fact 
that we have assured ourselves against a still further contraction 
in our markets in the United Kingdom and in other countries with 
which trade negotiations have been concluded by reason of agree- 
ment by these countries not to increase restrictions against Ameri- 
can goods. 
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Incidentally, we must not overlook our neighbor to the north. 
The 1936 trade agreement with Canada reduced substantially the 
Canadian restrictions on imports of a large number of vegetables 
which are of particular importance in the South. It is expected 
that the new trade agreement will still further improve the oppor- 
tunity for selling Southern vegetables in Canada. 

It is also important for farmers to remember that the increased 
foreign markets for our industrial products obtained by the trade 
agreements gives an increased domestic market for farm products 
including tobacco and cotton. 

So far as cotton is concerned, the trade agreements prograta does 
not obtain tangible results in the way of duty reductions. This is 
because in nearly all countries cotton is on the free list. By getting 
other countries to agree to continue it on the free list we help 
cotton a little, particularly in places where there may be a tendency 
to give preferential treatment to colonial cotton. But in general, 
benefit to cotton from the trade agreements program must come 
through an increase in imports into the United States because in 
that way foreigners can get the dollars with which to purchase 
those things which we have to sell and, as an essential raw mate- 
rial for industry, cotton is perhaps more desired by foreigners than 
any other American product. 

But even if our tariffs were very low and imports into the United 
States were substantially increased, it seems doubtful that the 
income of the cotton farmers could be increased by much more 
than too million dollars as a result of larger imports into the 
United States. A freer trade would help but certainly would not 
solve the cotton problem. 

There are two possibilities which might lead to a renewal of 
demand for cotton ina big way. One has to do with the possibil- 
ity for greatly increased consumption inside the United States 
resulting from a great increase in business activity. The other 
has to do with the possibility of a greatly increased foreign demand 
resulting from an assurance of military and economic peace. 

With regard to unusual business activity in the United States 
stimulating a much larger volume of domestic consumption, we 
may point out that the 1933-1937 recovery lifted domestic con- 
sumption to a record volume of 7.8 million bales in 1936-37 com- 
pared with a previous record of 6.9 in 1926-27. With business 
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activity about 25 per cent lower during the past cotton season than 
during the preceding one, cotton consumption fell to 5.6 million 
bales. Thus, the short-time prospect is that domestic consump- 
tion will be somewhere between six and seven million bales unless 
important new outlets are developed. 

Over the past 25 years, domestic consumption has fluctuated 
around 30 pounds per capita. In view of the slower rate of popu- 
lation growth in prospect, this long time tendency suggests a 
domestic market for about seven million bales on the average 
during the next few years, with perhaps as such as eight million 
bales in the next year of real prosperity. 

It might also be pointed out that since 1930 there has been a 
deficiency flow of capital (including business, governmental and 
private) amounting to at least two billion dollars a year which 
has kept us from attaining a full measure of recovery. In the 
decade of the 20's capital committed so many indiscretions that it 
has been scared throughout the 30's. If the foreign situation 
becomes only half way favorable, it is to be expected that in the 
normal course of events capital will again begin to flow in volume 
in the not distant future. It is even conceivable, beginning some- 
time two or three years hence, that it might commit many of the 
same indiscretions that it did in the 20’s. 

Turning now to the possibility of an unusual increase in foreign 
demand, it must be pointed out that this necessarily rests, first, 
on a confident belief by nations everywhere in widespread military 
and economic peace, and second, on whether the inroads of syn- 
thetic fibers and foreign growths on the demand for American 
cotton can be checked. 

During the past eight years nations using the methods of mili- 
tary and economic warfare have dominated international relations. 
This, of course, has scared investment capital over the entire world. 
Moreover, investment capital especially in the United States 
during the decade of the '20’s, had committed such serious indis- 
cretions that it had to rest up for a considerable period of time 
before being willing to flow again. If, by some miracle there 
should develop an assurance of peace as great as that which existed 
from 1875 to 1910, and if, as a result capital began to flow freely 
on an international scale in the development of the potentialities 
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of backward people, I would not be surprised to see the United 
States within a few years exporting 50 per cent more cotton than 
it did in the 1937-38 season. 

In some nations the people are consuming only one-third as 
much cotton per capita as we in the United States. If, by a flow 
of capital to the backward regions, these people can be enabled to 
increase their productivity and therefore their purchasing power, 
they may eventually buy twice as much cotton as they have bought 
in the recent past. Such a greatly enlarged cotton trade would 
depend not merely on genuine military and economic peace over 
the entire world but also on the assumption that the various syn- 
thetic fibers would prove to be rather disappointing. 

Were such an expansion in foreign cotton consumption to take 
place, there is no certainty that our exports would exceed the 
average of the predepression years. World consumption of cotton 
has been increasing but about half of the increase has been in those 
countries that are producing their own cotton. Between 1926 and 
1936 foreign consumption of foreign cotton increased about eight 
million bales, but foreign consumption of American cotton was 
reduced by about 3.5 million bales. 

It is very significant that about half of the increase in foreign 
consumption has gone hand in hand with increased consumption, 
with little regard to the situation in American cotton. In each 
of these four countries—Russia, China, Japan and India—consump- 
tion increased about a million bales in the ten-year period 1926- 
1936, but in Russia the increased consumption was of Russian 
cotton, in India the increased consumption was of Indian cotton, 
and in China and Japan the increased consumption was largely of 
cotton produced in China and India. Only part of the four million 
bale increase in foreign consumption outside these countries may 
be considered subject to price competition were we to remove the 
present cotton loan and adopt an unrestricted volume and low 
price policy. 

While I am a confirmed optimist by nature, I cannot see any 
immediate likelihood of the establishment of a firm belief in world 
peace, or checking foreign cotton expansion, or turning back the 
march of foreign technological progress. The four-power pact 
means an increased fear of war over the entire world rather than 
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a lessened fear. The larger sphere of German influence means a 
greater use of bilateral trading with bartering devices of one sort 
and another. 

Because of the fact that the United States is a creditor nation 
proceeding in her trade agreements by means of the non-discrimin- 
atory most-favored-nation approach it would seem that the recent 
totalitarian diplomatic victories with their inevitable repercus- 
sions all over Europe, will tend to make it somewhat more difficult 
for the United States to increase cotton exports. The tendency 
for the debtor nations in the totalitarian sphere of influence will 
be to bargain on a barter basis with those nations who are also in 
a debtor position and in rather difficult circumstances for one 
reason or another. Our trade agreement program, which is 
directed toward the most noble objectives, and which considering 
the difficulties has to its credit most incredible accomplishments, 
cannot, in my opinion, make at any time in the near future any 
very substantial contribution toward a solution of the cotton 
problem. 

When I say this I do not mean to advocate in any way a lessening 
of our trade agreement efforts, but I do suggest that we not allow 
our real and warranted enthusiasm for trade agreements to blind 
us to the possible effect which the Munich pact may have on the 
trade of the world, including the demand for American cotton. 
It is just as important for the farmers and Land-Grant Colleges 
of the South to study the significance of the trading methods of 
the totalitarian states as it is to study the on-coming impact of 
synthetic fiber inventions. 

Producers of raw materials as they consider the future demand 
for their products, should give profound consideration to the way 
in which common people over the entire world are demanding 
that improved technology give them a higher standard of living. 
Is it possible in some way to use this feeling to bring about an 
increased market for raw materials? Poor people look at the nine 
million bales of government cotton on most of which the govern- 
ment has loaned 8 or 9 cents a pound, and wonder why a part of 
this cotton cannot be put to work serving human beings. 

If we have learned to be so tremendously efficient in our methods 
of production, why don’t these methods show up in an increased 
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standard of living? In the long run the people of the world will 
not tolerate such extraordinary scarcity in the midst of such un- 
usual abundance. A way out must be found and in the long run 
will be found. Just what the way will be for cotton I hesitate to 
say at this moment. Several weeks ago I appointed a committee 
under the chairmanship of Assistant Secretary of Agriculture 
Brown to study this very problem. 

A week ago today the committee had a meeting with some of 
the people in the cotton trade to see if they could suggest some 
method which would not disrupt the established channels of 
cotton trading but which would make available to people who 
are consuming only half as much cotton as they should, some of 
this surplus at a price which is not beyond their reach. I do not 
know yet for certain that a practical two-price domestic system 
to stimulate the consumption of cotton by the poorer people of the 
United States can be discovered, but I do know we have to make 
some kind of effort to increase cotton consumption and I am hope- 
ful that American ingenuity will find a way of putting our abun- 
dance to work in terms of human welfare. We must not allow 
ourselves to repeat the tragedy of 1932, of going hungry and ragged 
in the midst of abundance. As long as there are millions of people 
unemployed in the cities and the Europeans and Asiatics are upset 
by the devices of the totalitarian states, we in the United States 
must do all we can, especially in those years when we have un- 
usually good weather, to work out methods in cooperation with 
the distributing trades, the railroads, the laboring men and the 
farmers, to put our huge agricultural surpluses to work in terms 
of human benefit here inside the United States. 

It would be far more desirable, of course, if all of our people were 
fully employed and if there were a normal demand so that we didn’t 
have to scratch our heads to devise new and unusual methods. 
But we do have to accept for long years into the future many of 
the facts of this post-war world. A democratic capitalistic nation 
living in the same world with powerful totalitarian states does 
have to face from time to time the problem of unemployment and 
shrinking foreign demand. In conformity with the genius of our 
democratic institutions it is vital that we discover effective meth- 
ods of taking care of our poor people and enabling them to enjoy 
an abundance which can no longer be consumed by foreign nations. 
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We have been doing a lot of thinking about this problem is the 
Department of Agriculture. Through the Federal Surplus Com- 
modities Corporation we purchased last year two billion pounds 
of food products for distribution through the state relief agencies 
to the people on state relief. Typically, we have purchased these 
products only when they fell to a price less than three-fourths of 
parity, and in most cases the price was less than 60 per cent of 
parity. Among the products which we have purchased in the 
South in the year ending June, 1938 are the following kinds and 
quantities: 


aco xpi: Sore 9 bd Sachem ele aioumenteia 1,015,000 bushels 
IS ee eres error apres ort ee 1,210,000 pounds 
eee pike wateed 9,780,000 pounds 
sR tere OP 35,300 Cases 
EE ere erer te rere cee F4 809,000 pounds 
Fresh vegetables (snap beans, beets, cabbage, 

celery and tomatoes).............0:.00:- 67,000,000 pounds 
NE cS ces cscccws SeKae ene es eRe 612,000 pounds 
NEY GN «5:0 sav nvhcousepvuneiwss 498,000 cases 
Ss 5-4 iv 14a s ean ch ena xe opamp 825,000 boxes 
NS ai vctecs bre eenelelsewkucenwals 160,000 Cases 
White and sweet potatoes................. 867,000 bushels 
EN cctinns, caves bern edemetney ented aie 69,990,000 pounds 
III «1:5: 5-0satnnie tis G1 palal avy sheer 234,000 gallons 
White and whole wheat flour.............. 496,000 barrels 
ES MIRE. 8k vd odee ect ircepases $7,839,000 


If it is going to be necessary to continue to help our poorer 
people to be more effective consumers, we must work out a definite 
philosophy of some kind which will maintain the maximum of 
vitality in our private distributive system and the maximum of 
initiative on the part of our poorer people who have not been able 
to get placed satisfactorily in our capitalistic civilization. We 
cannot let people go hungry in the midst of plenty, but neither 
can we permit them to get into the habit of thinking that the gov- 
ernment owes them a living. Iam confident that we can find an 
answer here if we work hard enough at it. 
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Because extraordinary technology and a changed outside world 
may continue to have such an unusual effect on the demand for 
cotton, it is right that we give at least some consideration to the 
problem of the human beings who are so seriously affected. Iam 
thinking especially of tenants and share-croppers who are growing 
from five to 30 acres of cotton on washing land which in the ordi- 
nary year will not produce over 200 pounds per acre unless it is 
heavily fertilized. Most of these people have an income of less 
than $500 a year. Thousands of them in 1932 had no income. 

In recent years the government—through the Rural Resettlement 
and Farm Security Administration—has loaned at one time or 
another to 600,000 of these underprivileged farm families, which 
otherwise would be on relief, an average of about $350. Their 
farm plans have been supervised and the majority of them are 
getting ahead in the world for the first time. They have been 
taught to raise and can garden stuff and most of them have a few 
chickens and a cow. They will never be rich and most of them 
will probably continue to have an income per family of less than 
$500. 

The fundamental difficulty is that there are about twice as many 
farm people in the South today as at the close of the War between 
the States and the soil in the southeastern states is only about half 
astich. The situation would be desperate indeed if there had not 
been developed new varieties, improved fertilizers and new meth- 
ods of cultivation. These technical factors have offset in a very 
considerable measure the increased number of small farms and 
the poorer soil. 

During the past five or six years partly as the result of the Triple 
A program and partly as the result of the Farm Security Adminis- 
tration program, the soil has been definitely enriched in many 
areas by the increased use of lespedeza, cowpeas, Austrian peas, 
alfalfa, etc. Both the Triple A and the Farm Security Administra- 
tion are encouraging in a positive way the increased use of gardens. 
Hundreds of thousands of human beings have been helped in a 
most extraordinary manner. And yet for long years to come the 
South will continue to be the nation’s No. 1 economic problem, 
simply because the great farm population in the South means that 
the cropland per worker must necessarily be small. 
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With a small number of crop acres per worker, the return per 
hour of labor with cotton at 10 cents a pound is probably not more 
than 10 cents an hour. On many farms in North Carolina in the 
year 1938 the return was much less than this. After the Triple 
A, the Farm Security Administration, the trade agreement folks, 
the Farm Credit Administration, and crop loans people have done 
all they can, it will be found that we are still faced in the South 
with a fundamental problem of more farm people than the land 
can support properly. 

With the cotton outlook as it seems to be at the present time, 
we need the help not only of the agencies and programs which I 
have mentioned, but also a free opportunity for the younger farm 
people who are raised on cotton farms, to get jobs working in 
expanding industries in either the North or the South. This is an 
educational problem of the first magnitude in which not merely 
the South should be interested but the whole nation. A consider- 
able percentage of the young people of the South must be trained 
so that they can produce more and earn more than is possible by 
working on a small patch of cotton. 

The wage problem in the South and in the nation as a whole will 
never be settled right until a much larger number of the children 
of cotton farmers have an opportunity to enter productive industry. 
The farm problem of the South will never be settled right until a 
much higher percentage of the cotton farmers are growing larger 
acreages of diversified crops on richer land. It is impossible for a 
farm program by itself to bring this to pass. This is a job which 
will require the assistance of the best resources of the whole 
nation. The people of the South are a proud people They want 
neither subsidy nor charity. But they do want an opportunity. 
President Roosevelt is determined to do all he can to bring it to 
them. It is going to take the sturdy, patient cooperation of 
government, business, labor, and agriculture over a long period 
of time to attain the objectives which the President had in mind. 

We cannot attain these objectives if we dodge the facts of the 
changing demand for Southern farm products and especially for 
cotton. Let’s keep abreast of the times. Let’s launch the new 
million dollar laboratory in the South full of hope that eventually 
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we may find new uses for Southern farm products. Let’s continue 
to use the Farm Security Administration, Triple A, the Soil Con- 
servation Service, and the other governmental agencies to the best 
of our ability. But above everything, let’s look the rock-bottom 
facts square in the face day after day with the utmost courage and 
determination. 











CHANGING TRENDS IN COTTON PRODUCTION AND 
CONSUMPTION 


LOUIS H. BEAN 
Agricultural Adjustment Administration 


This paper deals with certain long-time trends in cotton produc- 
tion and consumption in the United States and abroad purely from 
the statistical standpoint. A great deal has been said in the past 
three years about the effect of the cotton policies of the United 
States and the foreign markets for American cotton, and most of 
what has been said has turned on the very limited facts of the past 
four years. One of the commonest devices has been to contrast 
the restricted production of 1933-1936 with the expanding pro- 
duction abroad and with the reduced exports and foreign consump- 
tion. And one of the obvious conclusions derived from these 
simple short-range facts is that by adopting an unrestricted and 
therefore comparatively large production, the low prices resulting 
would check foreign expansion and stimulate our exports.' 

The data presented here call for a reconsideration of that simple 
conclusion. The economic and political forces at work in the 
world in shaping the course of foreign cotton production and trade 
are much too complex to justify the acceptance of that conclusion 
without a careful and searching examination. This paper is not 
to be taken as praising or criticizing the cotton programs, or criti- 
cizing the opponents of those programs. It argues neither for nor 
against loan programs, unrestricted production, export subsidies 
or other course of action. Nor does it argue for a high price policy 
with huge stocks held by the federal government as opposed to a 
low price policy and moderate or no holdings. Furthermore, it is 
not intended to leave the impression that the price of American 
cotton has not influenced and will not influence production and 


1This article was prepared at the beginning of 1938 and does not deal with the strik- 
ing developments in cotton supplies, consumption, exports and prices in 1938 and 1939. 
These will be dealt with in a subsequent article. 
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price abroad. Under ordinary competitive conditions, or rather 
the competitive conditions we would like to see, the price of 
American cotton probably would be the basic factor in the world 
cotton situation. But with conditions as they are, it would be 
well for all of us to disassociate ourselves as such as possible from 
emotion and to try to deal with realities. My chief concern is 
that cotton shippers, cotton merchants, cotton processors and 
others whose interests are tied to cotton in the United States make 
certain to examine some of the long-time aspects and more of the 
current forces that are at work over the world—trends and forces 
that may outweigh the supposed competitive power of large 
volume and low prices. 


I 


The first set of facts deals with the long-time trends in the 
production of cotton in the United States and in foreign countries. 
The United States has been producing cotton for over 150 years, 
and, in contrast with the cotton producing areas that have sprung 
up over the world during the past 50 years and particularly since 
the World War, we are an old producer. Have we in the past 
been able to check foreign expansion by producing large crops at 
comparatively low prices? 

In the early 1800's, expansion of our cotton production was very 
rapid, but as the country grew the rate of increase tended to 
diminish. (This diminishing rate of increase is shown in Chart 
I.) From 1865 to 1875 the trend of cotton production rose about 
too per cent, from 1875 to.1885 about 60 per cent, from 1885 to 
1895 about 4o per cent, from 1895 to 1905 about 30 per cent, and 
from 1905 to 1915 about 20 percent. It is interesting to observe 
that this 50-year long-time tendency from 1865 to 1915 projected 
to 1937 indicates a maximum crop of about 19 million bales. The 
1937 crop of nearly 19 million bales that was actually produced 
resulted from a reduced acreage and an extraordinarily high yield 
due in large degree to favorable weather but also to some extent 
to the effect of the AAA programs on soil and efficiency. 

The trend of total foreign production during this long period 
has been somewhat different from that of United States production. 
The rate of foreign expansion from 1870 to 1915 was practically 
uniform each decade, the rise each decade being about 44 per cent, 
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without apparent diminution. It has been kept at a high and 
fairly uniform rate by the fact that new cotton producing territories 
have constantly been developed. In most cases, these newer 
countries like China, and Russia in the 1880’s and Uganda, Anglo- 
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Egyptian Sudan and Argentina in the 1920's, showed as rapid rates 
of growth as did the South in the early years of the 1800's. 

The course of foreign production after 1915 shows a marked 
decline until 1920 and a marked recovery up to 1925. This, of 
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course, was due to the World War and is similar to the course of 
foreign production of other farm products such as wheat and live- 
stock. By 1925 there was a general restoration of foreign farm 
production to approximately the volume called for by the prewar 
trends. Incidentally, it may be observed that it was not only the 
high prices of American cotton due to boll-weevil damage that 
brought expansion in foreign cotton production after 1920. In 
large measure, those stimulating high prices were due also to the 
wartime contraction of foreign production. 

With respect to foreign production, too, we may raise the ques- 
tion as to what volume of foreign production might one have 
expected by 1937, if the 50-year prewar trend were projected. 
That trend indicates a crop in 1937 of about 19 million bales and 
this is actually what the Department of Agriculture reports the 
total of foreign production for that year to have been. In other 
words, judging from merely the prewar rates of expansion, foreign 
production could have been expected to expand so as approxi- 
mately to equal the United States crop by 1937 and it did. 

There is another significant fact that may be gleaned from this 
historical material which throws light on recent changes and on 
the question as to the validity of the argument that it was pri- 
marily the AAA programs that stimulated foreign production to 
its high level. Foreign production has usually expanded after 
industrial depressions. Thus, in the five years after 1878 foreign 
production increased about go per cent; in the five years after 
1885 about 50 per cent; and in the five years after 1920 about 60 
percent. The increase in the five years after 1932 of about 75 per 
cent is not materially out of line with those earlier recoveries. 

The final observation that may be made on the basis of this long 
record is that large crops in the United States have had very little 
effect in checking foreign acreage expansion. Since 1870 we have 
had 19 record crops, each larger than the one before it, and in all 
but four of these instances, total foreign cotton acreage instead of 
being reduced actually increased after each of our record crops. 
In other words, the experience of the South has been that the effect 
of a large volume of American cotton at comparatively low prices 
has usually been more than offset by many other factors making 
for foreign expansion. 
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Apparently foreign production especially in the newer countries 
has responded more to other factors than volume and low price 
competition from American cotton. It is significant in this con- 
nection to observe our recent experience with record crops. Fol- 
lowing our record crop of 1926, most of which was sold to the 
world for less than cost of production, no reduction in total acreage 
took place, the reduction in some countries being offset by increases 
in others. Likewise after the record crop of 1931, which hardly 
returned out-of-pocket costs, a reduction in total foreign acreage 
of only 2 per cent took place. Most of this reduction occurred in 
the older countries of India and Egypt, partly because of the low 
price of American cotton and partly because of other reasons. 


Il 


It is important to observe the areas of long-time and short-time 
foreign cotton expansion. At the bottom of the world-wide 
depression in 1932 total foreign acreage in cotton was 42.6 million. 
In 1937 it was 58.3, an increase of nearly 16 million acres or about 
37 per cent. About two-thirds of this five-year increase occurred 
in India, China and Brazil; but part of this recent increase, as we 
have already seen, was a normal reaction from depression condi- 
tions and represents a return to predepression acreages in cotton. 
If we compare 1937 acreage with that of say 1925 or 1929, we may 
see more clearly where the long-time shifts are really taking place. 
Thus, since 1925 the total foreign cotton acreage expanded from 
43 million to 58, an increase of about 15 million acres or nearly 35 
per cent; but most of this long-time expansion is concentrated in 
the four countries, China, Brazil, Russia and Uganda. In this 12- 
year interval in these four countries, China expanded four million 
acres, Brazil at least five million, Russia nearly four, and Uganda 
more than one million, a total for these four countries of 14 million 
or more than go per cent of the entire foreign expansion. In the 
smaller cotton producing countries, there have been some increases, 
and some decreases over this 12-year period, with a net increase of 
about one million acres. These four countries are the ones with 
which the South is particularly concerned. Russian cotton and a 
good part of Chinese cotton have so far not been competitive with 
American cotton. And while the Russian domestic market par- 
ticularly has been absorbing all of its expanded production, there 
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is no certainty that in the near future both of these countries may 
not be more competitive than they have been so far. 

The different course of acreage in these four countries as con- 
trasted with the course in all other foreign countries combined is 
particularly significant in relation to the current proposal to check 
foreign cotton expansion by subsidizing exports. During the past 
18 years the price of American cotton has had a most violent his- 
tory and has pursued a downward trend. Yet the response of 
foreign cotton acreage to these price gyrations has been different 
in almost every country, with some countries showing no apparent 
response to the drop in price from around 30 cents in 1923 to less 
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than 5 cents in 1932. In each country there are other factors 
besides the price of American cotton that help determine the acre- 
age planted to cotton. While this is an obvious point, it may be 
worth while to observe the acreage records in countries where the 
price influence of American cotton has been outweighed by other 
factors. We may note first that the total acreage in cotton in the 
four countries, China, Russia, Brazil and Uganda, increased almost 
continuously from 1921 to 1927; this in spite of the fact that 
between 1923 and 1926 the world price of American cotton was 
reduced by more than 50 per cent. (See Chart II.) On the other 
hand, the total acreage in all other foreign countries reached a 
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peak in 1925 and was reduced in both 1926 and 1927, chiefly in 
India and Egypt. After 1927 the total acreage in the four countries 
continued to expand but at a more rapid rate, with practically no 
check through 1937; this in spite of the decline in the world price 
of American cotton of 66 per cent between 1928 and 1932. The 
total for all other countries increased in 1928 and then declined 
in four successive years until 1932; since then there has been a 
restoration to the acreage total of 1925. These facts suggest very 
clearly that if, for example, the price of American cotton had been 
kept at 6 cents in 1933, it would not necessarily have prevented the 
rapid expansion in countries where expansion had been planned 
and where governments through monetary and trade policies have 
cushioned their domestic prices against low prices of American 
cotton. 

Take, for example, the course of cotton production in a single 
country—Russia. What has been the effect of low prices of 
American cotton on the long-time history of cotton in Russia? 
Before the Civil War in Russia in 1917, cotton production had been 
increasing at a rate of about Io per cent per year and had attained 
a production of 1.5 million bales by 1915. (See Chart III.) By 
1921, as a result of the Revolution, production had fallen to a 
mere 43,000 bales. Rapid recovery set in after 1922 and by 1930 
production again reached 1.6 million bales. By 1937 Russian 
production reached 3.5 million bales and this is only about a half 
million bales less than Russian production would have been had 
it continued to expand at the prewar rate. Thus, it took 15 years 
to recover from the effects of the World War and Civil War and 
another seven years to approach the normal volume. 

This experience is peculiarly similar to our own before and after 
our Civil War. Just before the Civil War our production had been 
expanding at a rate of 6 per cent per year, and in 1861 had reached 
4.5 million bales. In 1864 practically no crop was produced, a 
mere 200,000 bales, but thereafter a rapid restoration took place 
and by 1877, after an interval of 16 years, we again had a crop of 
4.6 million bales. In the course of the next five years our produc- 
tion approached the volume called for by a continuation of the 
prewar trend. In both countries production was set back by 
about 20 years. 
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On the basis of this similarity, one more observation may be 
made, and that is that if it continues for another five years, Russian 
production may be expected to reach four to five million bales. 
And this, too, may come about with as complete independence of 
the course of American cotton prices as seems to have been the case 
in the past. Internal industrialization policies in Russia and not 
the course of American prices have been responsible for the postwar 
rapid expansion. Lacking knowledge to the contrary we may 
reasonably assume that these policies are likely to continue to 
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influence expansion in acreage and improvement in cultural 
methods in the immediate future. 

Postwar history of cotton expansion in Brazil also throws some 
light on the question as to whether or not low prices of American 
cotton would with certainty check or reduce foreign competition. 
Since the war there have been two periods of cotton acreage expan- 
sion in Brazil. Between 1920 and 1925 acreage expanded from 
about 1.0 to 1.5 million. After a small contraction in 1926 and 
1927, expansion was resumed and attained 6.4 million acres in 
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1936 with only one noticeable curtailment in 1932. This recent 
growth, it has been often argued, was produced by the devices 
resorted to by the United States to raise cotton prices above the 
1932 low level and by the assumption on the part of Brazilian and 
other interests operating in that country that the United States 
is to continue a restriction policy. Many in the South have 
practical knowledge of and experience with the stimulus that is 
being given to cotton production by Brazilian government policies 
and by American capital. Nevertheless, it may be worth while 
to examine some of the price factors that are involved in that 
expansion. The prices that we need to examine are those for 
cotton in Brazil and in the United States, and coffee in Brazil. 
In the years 1925 to 1929 during the harvest season March—June, 
the price of a pound of cotton in Sao Paulo, Brazil, averaged only 
about 10 per cent more than the price of a pound of coffee, and 
during this period cotton acreage in Sao Paulo was reduced from 
236,000 to 52,000. After 1929 the spread in favor of cotton in- 
creased greatly and cotton acreage began to expand. In 1932 the 
spread in favor of cotton was 47 per cent; the next year 50 per cent; 
iN 1932, 90 per Cent; in 1933, 143 per cent; in 1935, 176 per cent; 
and in 1937, 80 percent. (See Table I.) 

It is clear that the price of cotton in Brazil relative to the price 
of coffee is the important price factor in the cotton expansion that 
has taken place in Sao Paulo. And since this expansion is related 
to cotton prices relative to coffee prices, it is important to observe 
which of the two has been the prime factor. We need to observe 
also what effect American cotton prices have had on Brazilian 
cotton prices, for if lowering the price of American cotton is to 
have a retarding effect on Brazilian acreage, it can do so only 
through a comparable lowering of the price of cotton in Brazil 
as well as in the consuming markets. In 1929 when cotton acreage 
was low, a pound of Brazilian cotton and a pound of Brazilian 
coffee had about the same value in American money—about 19 
cents a pound. In 1932 cotton was down to 9g cents and coffee 
to 4.8, cotton having a go per cent advantage; and acreage was 
substantially increased. Thus it is significant that the expansion 
was initiated two years in advance of the Agricultural Adjustment 
Administration programs in a situation where both cotton and 
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coffee prices were low but coffee prices so much lower as to give 
cotton production a substantial advantage. Vigorous expansion 
began after 1929 when the price of cotton in Brazil, as distinguished 
from the price of cotton on a gold basis, showed a wide margin in 
excess of the Brazilian price of coffee. 

It would not be safe to conclude from these facts that lowering 
the price of cotton in the United States would necessarily cause 
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Marcu To Jung Averacz Price or Corton aNp Corrsg, THE Ratio or Corron Priczs 
to Corrze Prices, anD THE Cotton AcrgaGE PLANTED 1N Sao Pauto, 














1924 TO 1937 
AVERAGE PRICE OF 
RATIO OF COTTON | COTTON ACREAGE 
YEAR Cotton Coffee PRICES TO COFFEE 
PRICES (SEPT.-Nov.) 
March to June March to June 
cents per pound cents per pound per cont acres 

1924 33-25 14.11 235-6 337,712 
1925 22.18 18.88 117-5 235,857 
1926 17-55 17.48 100.4 \ 130,288 
1927 17.17 13.42 127.9 104,770 
1928 22.18 19.62 113.0 92, 489 
1929 19.14 19.41 98.6 52,227 
1930 16.24% 11.07 146.7 148,260 
1931 8.62 5-74 150.2 228,091 
1932 9.10 4.80 189.6 299,379 
1933 11.74 4-84 2.42.6 971, 830° 
1934 11.46 6.78 169.0 1,357,790 
1935 13-57 4-91 276.4 2,426, 146 
1936 11.57 5-04 229.6 ° 
1937 13.48 7-50 179-7 7 

















Compiled from official sources, Bureau of Agricultural Economics. 
* Average of 2 months (March and April). 

> Subject to revision. 

¢ Not yet available. 


cotton acreage curtailment in Brazil. In the first place, a decline 
in the price of cotton might be accompanied by a similar decline 
in the price of coffee, and this would not alter the relative advan- 
tage for cotton production. Secondly, a decline in the price of 
American cotton might be offset by exchange manipulation in 
Brazil so as to protect the price of cotton in Brazil. This is, in 
fact, the situation that has prevailed ever since 1929. During the 
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1920's the price of cotton in Brazil and in consuming markets 
fluctuated up and down with the price of cotton in the United 
States but since 1930 cotton prices in Brazil have not followed 
cotton prices in the United States. (See Chart IV.) Monetary 
devaluation and exchange devices have kept the price of cotton to 
producers in Brazil at or above the predepression level, while 
prices in the United States have ranged between one-third and 
two-thirds of the predepression price. Thus in the 1936 season 
the price of cotton in Brazil was 8 per cent higher than in 1928, 
while the price of cotton in New Orleans was 37 per cent below 
that of 1929 and the price of coffee in Brazil 35 per cent below. 
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As long as foreign governments in behalf of their producers utilize 
monetary devices to offset the price policies of competing coun- 
tries, there is no guarantee that low price competition will check 
foreign production. 

In the case of Uganda and China, the other two countries where 
cotton acreage is being expanded, low price competition is also 
not certain to serve as a check. In Uganda we are seeing the 
results of long-time colonial development policies, and in China 
we are seeing the growth of cotton production as an accompani- 
ment of the rise of the textile industry in Japan and China. In 
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these trends the price of American cotton, while an important 
factor, appears to be dominated by other more important con- 
siderations. 


Ill 


Let us now examine another set of long-time data, those dealing 
with consumption of American cotton in the domestic markets 
and abroad. It is commonly assumed that the efforts of the past 
few years to keep the price of American cotton above the low levels 
of 1932 have had the effect of curtailing consumption both in the 
home markets and abroad This argument with respect to the 
domestic market is sometimes made in spite of the fact that do- 
mestic consumption in 1936-37 reached record proportions, and in 
spite of the fact that in the years 1933, 1934, and 1935 domestic 
mill cotton consumption was at a higher level in relation to the 
general business situation than is usually the case. 

Theoretically, it is true that consumption is less at higher prices 
than at lower prices, and in practice this is true for certain types 
of cotton consumption. In general, however, it is the course of 
industrial activity rather than the price which is the predominant 
factor in consumption, and too great a preoccupation with price 
may blind us to this more important determinant of domestic 
consumption. 

This dependence of domestic mill consumption of cotton on 
industrial production is clearly revealed in the general similarity 
between the monthly fluctuations over the past 20 years. (See 
Chart V.) In only a few cases do we find major departures of the 
course of cotton consumption from the general level of business. 
In 1922, 1926 and 1932 low prices and the prospect of rising prices 
stimulated relatively higher levels of cotton consumption. In 
1924 relatively high prices had the opposite effect. The record 
consumption of the 1936-37 season was in part due to the general 
level of improved business and in part to speculation in the textile 
industry. That abnormally high level of cotton consumption was 
not associated with any marked change in the level of cotton 
prices. 

If we now turn to the long-time trend of domestic cotton con- 
sumption, we may obtain a suggestion as to what it is likely 
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to be over the next few years. After the setback given to domestic 
consumption by the Civil War, per capita consumption increased 
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fairly steadily from about 11 pounds in the five-year period ending 
in 1870-71 to 30.7 pounds in the five-year period ending in 1915-16. 
(See Chart VI.) Since then the upward trend has not been main- 
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tained. In the subsequent five-year periods per capita consump- 
tion amounted to 31.6 pounds, 29.5 pounds, and 29.7 pounds. 
During the depression years ending in 1935 only 25 pounds were 
consumed on the average, and during the two seasons 1936-37 and 
1937-38, the average was again nearly 30 pounds. About to per 
cent of these quantities is made up of linters. Thus it appears 
that during the past 25 years the average per capita consumption 
has been about 27 pounds of lint cotton and about three pounds of 
linters. In this connection, it is to be noted that per capita con- 
sumption of cotton failed to increase with the decline in the level 
of cotton prices in the five-year period ending in 1920, 1925, and 
1930. 

Apparently, to get a more abundant consumption of cotton in 
the United States as an offset to the decline in foreign demand, it 
will be necessary to discover new uses for substantial quantities or 
to have a substantial increase in the purchasing power of the lower 
income groups of our population. Over the next five years, the 
population of the United States is not likely to increase by more 
than 4 per cent, and if the average per capital consumption remains 
around 30 pounds, domestic consumption of cotton without new 
uses and new purchasing power is likely to hover around seven 
million bales. 


IV 


The international factors which have been at work making for 
foreign cotton expansion and counteracting the influence of the 
price of American cotton are naturally reflected in a long-time 
decline in our share in foreign cotton consumption. Before the 
war (in the seasons of 1911 and 1912) American cotton supplied 
about 60 per cent of total foreign consumption of all kinds. (See 
Chart VII.) Ten years later in 1921 the proportion was only 48 
per cent and again ten years later in 1931 it was down to 44. Dur- 
ing the 1934 and 1935 seasons, it was down to about 30 per cent, 
and during the 1937 season to about 25 percent. It is clear that 
a large part of this decline occurred in the 1934 season. Undoubt- 
edly the 12-cent loan and our holding program were instrumental 
in creating a price advantage to foreign cotton. There were, 
however, certain long-time tendencies and other concurrent de- 
velopments that must be taken into account if a balanced appraisal 
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is to be made of the effect of American prices since 1932 on our 
reduced share of the foreign market for cotton. 

Prior to 1932 the downward drift in our share of the foreign 
demand for cotton was particularly noticeable in the United 
Kingdom and Germany, and to some extent in France in the early 
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1920's. This was in part offset by the rising importance of our 
cotton in Japan. In the consumption of all of these countries, 
we can discern the effect of the changing relation of American 
cotton prices to the prices of competing cotton. In some coun- 
tries the effect can be seen more clearly than in others. 

If we examine these influences closely, country by country, we 
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can see fairly clearly that the sharp reduction in our share of the 
foreign cotton market in the 1934 season was due in large degree 
to factors other than the relatively high prices of American cotton. 
The price relationships in 1934 were very much like those of 1922 
and 1930 that favored foreign cotton.2 From the experience of 
these years and allowing ‘or the long-time changes, our share in 
the Japanese market should have been about 48 or 49 per cent in 
1934 compared with 59 the year before. The actual percentage 
was 49. For the United Kingdom, past price relationships and 
trend called for a 42 per cent share instead of 63 per cent the year 
before; the actual percentage was 36. Thus in both of these 
countries most of the 1934 reduction in consumption appears to be 
related to the increase in the relative prices of American cotton 
in that year. In Germany, however, we should have had approxi- 
mately a 63 per cent share compared with 69 per cent the year 
before, and actually we had only about 39 per cent. Here only 
one-fifth of the drop in consumption appears to be related to the 
price situation and the other four-fifths to other factors, such as 
the barter arrangements entered into between Germany and Brazil, 
the shortage of foreign exchange, and the sharp expansion in the 
use of synthetic fibers. 

Only part of the reduction in imports of American cotton by 
Germany after 1933 has been made up by imports of cotton from 
Brazil and other countries. The deficit has been in part made up 
by the rapidly increasing consumption of rayon. In 1920 the 
consumption of rayon yarn and fiber in Germany amounted to only 
1.5 per cent of cotton consumption; by 1930-33 this had grown to 
12 per cent, but in line with its previous rate of growth it jumped 
from this figure to 26 per cent in 1934 and to 30 per cent in 1935. 
For the four countries, United Kingdom, Germany, France and 
Italy, rayon amounted to about 1 per cent of cotton consumption 
in the early 1920's, 10 per cent in the early 1930's, and 16 and 19 
per cent respectively in 1934 and 1935.3 

It is factors such as these that have kept our share of the foreign 


2 Prices of Indian, Egyptian and Brazilian cotton as percentages of American cotton in 
Liverpool were respectively: 72.1, 104.6 and 96.0 in 1922; 72.7, 119.9 and 98.1 in 1930; 72.3, 
108.8 and 98.8 in 1932. 

3 Bureau of Agricultural Economics, U. §. Department of Agriculture, data compiled from 
publications of Textile Economics Bureau, International Federation of Master Spinners and 
Manufacturers Association, and New York Cotton Exchange. 
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markets relatively low since 1934. Consequently, it must be 
quite obvious that a mere lowering of the world price of American 
cotton is no sure way of regaining a normal share of the foreign 
cotton markets. Entirely different solutions of the cotton pro- 
ducers’ and cotton shippers’ problems are required to give foreign 
countries like Germany dollar exchange with which to buy Ameri- 
can cotton instead of buying other kinds through barter arrange- 
ments. More than a low price policy in this country is required 
to remove other foreign trade practices which now serve to hamper 
our cotton exports to other European countries. To dissuade 
governments in competing countries like Brazil from using mone- 
tary devices to protect prices to their producers from low price 
policies in this country requires more than our undertaking to 
produce larger crops. And furthermore, in so far as part of the 
decline in our share of the foreign cotton market is due to our lack 
of attention to quality and up-to-date merchandising practices, 
we also need something more than a large volume-low price 
approach. 

In some respects our present experience with the shifting position 
of American cotton in world trade is like that of other major 
export farm products during the past three decades. The experi- 
ence of our meat packers in the foreign markets for our livestock 
products is pertinent. According to the records of the Bureau of 
Foreign and Domestic Commerce, our beef exports reached a peak 
in 1901, most of it going to the United Kingdom. We had been 
supplying the United Kingdom with about 90 per cent of the 
imports of fresh and frozen beef in the early 1890's, but by 1900 
this share had fallen to 70 per cent due to increasing imports from 
Australia, New Zealand and the Argentine. By 1904 Argentine 
shipments to the United Kingdom advanced so rapidly that our 
share in the British beef market fell to 55 per cent. Our packers 
not wishing to lose their British customers determined to invest 
in the Argentine and participate in the expansion of foreign pro- 
duction competing with our own. Swift and Company began 
operations there in 1904; Wilson and Company in 1905; and Ar- 
mour and Company in 1911.4 By 1913 we were practically out 


4D. E. Rechelet, The Argentine Meat Trade. 
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of the foreign beef market, and practically the entire imports into 
the United Kingdom came primarily from the Argentine and in 
part from Australia, New Zealand and other countries. Our 
packers thus transferred American capital to South America and 
participated in the building up of the Argentine meat packing 
business. 

This episode in beef exports is not necessarily a dire prediction 
of a still further decline in our share of the foreign cotton markets, 
but rather a suggestion of the fact that the cotton problem must be 
viewed in terms of dynamic shifts in world trade. These shifts 
have been going on for years. They have been facilitated by our 
willingness to share with the rest of the world the fruits of our 
technological progress such as farm machinery, and the fruits of 
our agricultural research such as improved seeds and other cultural 
practices. They have been facilitated by the free flow of our 
capital and our managerial and technical talent. And finally, 
they have been promoted by an ever increasing amount of world- 
wide governmental interference with economic activity. It is in 
this setting and not in the laissez-faire hope of the efficacy of larger 
volume at low prices that a progressive solution of our cotton 
export problem must be found. 
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Unless social control is to be mere tinkering it must be guided 
by some general policy. We are confronted at the present time 
by two types of policy each of which offers itself as a guide to a 
general program. Not only do these two policies of laissez 
faire and economic planning seem to be opposed: they seem to 
divide the entire field of theoretical possibilities so that every 
conceivable program must be plotted in one direction or the 
other or along a line that is defined by its relative distance to one 
and nearness to the other. 

Nevertheless the opposition between what is called the economy 
of free private enterprise and what is called the planned economy 
is curiously superficial. At a number of points anomalies appear 


which suggest that these contrasts are largely verbal, a matter of - 


epithet rather than reality, and even that the policies themselves 
are much less securely grounded than their several advocates sup- 
pose. They are tactics rather than strategy, and unfortunately 
the tactics of a strategy which in the case of laissez faire has been 
forgotten while in the case of economic planning it still remains to 
be thought out. 

For instance, in the minds of its advocates at least laissez faire 
stands for that freedom of the individual which is so precious to 
democracies. This impression derives from the historic fact that 
a policy called laissez faire was indeed practised first and longest 
by those countries in which democratic political institutions have 
prevailed. But it is no less a fact that the chief advocates of the 
policy which is now called laissez faire are men of wealth and 
their spokesmen, the political and academic conservatives; while 
the policy of economic planning has been carried to its highest 
pitch in the Soviet Union where in spite of many shortcomings it 
has greatly benefitted a very large mass of common people. Mean- 
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time economic planning is advocated by libérals and radicals and 
practised most extensively by dictators. 

But what is most disconcerting is the singular shallowness of 
both these policies. If we are to practise a policy of let-alone, 
there must be something to let alone. The fathers of this classical 
theory had in mind a fairly extensive picture of the economic 
world they proposed to let alone, but that is no longer true today. 
Classical theory has become a system of logic or even mathematics, 
a description of what the world would be like if it were like that, 
not an account of living actuality or even of what is supposed to 
be actual. Monopoly and the business cycle, originally advanced 
by critics as difficulties, have now been assimilated into orthodox 
theory. Does this mean that we should let cyclical fluctuations 
alone— and imperfect competition? Just what should we let 
alone? The appalling truth is that orthodox theory has no answer 
to this question. 

And the case of economic planning is the same. The word 
““plan”’ suggests a set of blue prints containing the design of the 
whole structure for which ground is being broken. But what 
plan? Orthodox critics denounce all economic planning as the 
work of would-be dictators, but the curious thing is that even the 
real dictators have no plan in the strategic sense. They conceal 
the deficiency with a smoke-screen of political metaphysics. The 
key to their plan, it would seem, is the apotheosis of the Nation 
and the self-realization of the Race, which is to say there is no 
key and no plan, only political opportunism and military bluster. 
Economic planning is dangerous not because it leads to dictator- 
ship, but because it may lead nowhere even under the dictators. 
It is only an attractive phrase, like laissez faire. 

Before any system of tactics can be made to work we must have 
a strategy, that is to say some understanding even in very general 
terms of what it is we are trying to do. Although it has been 
almost completely lost from sight, classical theory contained such 
a strategy, and we can scarcely do better in the present situation 
than inquire what it was. That the economics of Smith and 
Ricardo did provide some sort of perspective in which to view 
industrial society as a whole and some sort of guidance to economic 
policy as a whole I fail to see how anyone can doubt. The per- 
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spective may have been false and the policy mistaken. I think 
they were. Nevertheless the theory of price equilibrium and 
the policy of laissez faire did in fact save the industrial world 
from the chaos into which it was being pushed by the same forces 
which are now at work again, or yet: the politics of nationalism 
and the economics of beggar-my-neighbor. 

The central idea of classical economic theory was that of equilib- 
rium. Unfortunately this idea found its way into political econ- 
omy in the form of natural order. We have no right to reproach 
the founders of our science for this contretemps. In their day 
even the physical sciences were fascinated by the thought of the 
mathematical genius of a Creator capable of balancing the product 
of the masses of the stars against the square of their distance. 
All science, it was thought, only revealed the natural harmony 
implicit in the universe since its creation. Economics may be 
said to have taken the rank of a science with the dawning realiza- 
tion that prices might be regarded as the masses and distances of 
the commercial world and might even reveal a harmony as natural 
and perfect as that which appeared in the calculations of astron- 
omers and physicists. Such a harmony would require to be let 
alone not as a matter of prudence—that would be the equivalent of 
the schoolboy notion that Newton invented three laws of motion 
which it would be well for all of us to follow—but rather as a 
matter of necessity, inasmuch as a natural harmony will inevit- 
ably re-establish itself in spite of any conceivable disturbance. 

As everybody knows, classical theory was the elaboration of 
this idea. But midway in the nineteenth century physical science 
underwent a profound change as a result of which the concept of 
natural harmony was completely abandoned. Modern science 
contrasts with that of the seventeenth and eighteenth centuries 
chiefly at this point; it is mechanistic throughout, completely 
devoid of the teleology that was implicit in the philosophy of 
natural order. Economists have been no less susceptible than 
everybody else to this change of intellectual climate, and since it 
has become philosophically impossible for them to go on building 
a theory of a natural harmony of prices they have adjusted them- 
selves to this necessity by disavowing the notion on which their 
theory of prices rested, retaining only price theory itself and the 
conviction that something or other must be let alone. 
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Now that has been a very great misfortune not so much because 
classical price theory is meaningless when it is detached from the 
idea which it was uciginally conceived to exemplify as because the 
idea of natural harmony was the key to classical economy strategy. 
Our lack of strategy is due to the collapse of the idea of equilibrium 
more than to any other one cause, and that collapse is not alto- 
gether attributable to the change of climate. Physical science 
has exorcized the ghost of natural order, but it still finds many 
important uses for the concept of equilibrium. Or perhaps I 
should say therefore it does so. Because no suggestion of divine 
ordination any longer attaches to any equilibrium, scientists can 
make useful distinctions between stable and unstable equilibria. 
For example, the earth’s crust is in more stable equilibrium in the 
vicinity of Boston than in the vicinity of Los Angeles not because 
Boston is any more holy than Los Angeles but because of specific 
differences of geological structure equally natural in both areas. 
Economics has failed to make this adjustment because it has 
thrown out the baby and retained the bath. Instead of revising 
the idea of equilibrium of which the natural order of prices was 
once thought to be the expression, it has retained its obsession 
with ‘‘normal’’ price rejecting only the one sound reason for that 
preoccupation. 

These reflections suggest at once that what we need as the 
foundation of a new economic strategy is a fresh, modern, scien- 
tifically sound idea of equilibrium. Civilization is a complex 
thing. Not even the simplest society could exist if everybody 
were continually asking as children do, ‘‘What shall I do next?’’ 
Community life requires some sort of order and system. As we 
all know, the patterns by which all civilized communities exist 
are historic growths. Their chief constituent is habit, custom, 
tradition, ‘‘the way things have always been done,’’ as people 
say. Immemorial tradition is at a discount in modern industrial 
society, partly because the industrial revolution has brought 
changes of unprecedented magnitude and speed, and also partly 
because science has upset the beliefs by which tradition has 
always hitherto been implemented. The need to which the clas- 
sical economists responded was partly for the greater flexibility 
demanded by industrial society and partly for the greater en- 
lightenment demanded by the age of reason. But modern society 
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is by no means in a position to dispense with habit. The more 
intricate and mobile our arrangements have become, the more 
essential for us is a modicum of continuity—of residence, of craft 
and profession, of habit of life. 

These are physical continuities. The stability without which 
civilization is impossible, the reality behind all immemorial 
beliefs and all enlightened social theories, is physical stability. 
Every call to revolution and every program of social control 
necessarily assumes that we will continue to eat the seeds of the 
grains and the flesh of the beasts, to wear clothes that button 
down the front, to live in glorified rabbit warrens, and to play 
golf. Whether we approach the problem by the analysis of 
present difficulties or by the study of the classics we are inevitably 
brought to the same conclusion: the first principle of all economic 
strategy is physical stability. 

For a century and a half we have been accustomed to think of 
economic stability in terms of prices. But economic stability can 
certainly be understood in such physical terms as the relation of 
food supply to population, the regularity of the working habits 
of the people, continuity of operation of machines, and so forth. 
There is nothing esoteric about it, or even complicated. For 
it must be understood at once that the adoption of the principle 
of physical stability does not by any means require a set of blue 
prints showing the place of every man and every tool at every 
hour of the day to an indefinite future, any more than our past 
reliance on the principle of price equilibrium presupposed a simi- 
larly detailed knowledge of the movements of all prices whatso- 
ever and of all the things of which they were the prices. A 
principle of strategy undertakes to state in general terms what it 
is that we are trying to do, and no more. This is illustrated by 
two contrasting types of military strategy, one of which under- 
took to win wars by exterminating the enemy armies, while the 
other proposes to break the enemy’s will to fight. How the 
thing is to be done in either case is the problem of the tactician, 
but obviously he can begin to operate only when a decision has 
been reached as to what he is to try to do. It is this decision 
with which we are confronted: to seek economic stability con- 
ceived not in terms of price equilibrium but in physical terms as 
stability of men, machines, and operations. 
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This way of putting it emphasizes production in a fashion that 
many students may deplore. I confess that I once shared the 
opinion that consumption is the end and purpose of all economic 
activity and should therefore be the first and chief object of theo- 
retical concern. I felt as many do that one of the grossest faults 
of the classical economists was their excessive preoccupation with 
production to the almost total exclusion of consumption. But 
further study has revised this view. I should now say just the 
reverse, that the trouble with classical theory on this score is 
its unconscious preoccupation with consumption (or rather, with 
distribution) to the almost complete neglect of the production 
toward which it is ostensibly addressed. The classical economists 
understood, by instinct as it were, that a community can distribute 
and consume only as it produces, just as they felt that what we 
are after is stability. Consequently they addressed themselves 
first and foremost to the problem of production. But the supposed 
natural harmony of prices in terms of which they expressed their 
notion of stability also imposed a theory of value on their analysis 
of production. Theirs was a theory of the production not of 
goods, which might or might not be measured accurately by 
prices, but of values which could be harmonized with price by 
definition. 

In the theory of value wants are the primary data. We are told 
that wants are given. There is no going back of them, and for 
this reason theoretically they dominate production since produc- 
tion is only the means of satisfying wants, which are ends. But 
this is a singularly paradoxical proposition. There is only one 
sense in which consumption can be regarded as the end of all 
economic effort and that sense is unknowable. The whole idea 
reeks of teleology. It implies clearly that we know God's purpose 
in the universe. No science, not even so practical a science as 
medicine, makes any such assumption. Scientific reasoning is 
always conditional, proceeding from “‘if’’ to ‘‘then.’” Who 
knows whether health is the aim and end of human existence, or 
even longevity? Perhaps we are defeating God's purpose when we 
snatch souls back from heaven to endure a longer stay in this vale 
of tears. Medicine only tells us how to do it, not that the doing 
is a consummatory end. However fascinating it may be to 
speculate about the ultimate meanings of things, the only mean- 
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ings of which we have any positive knowledge are relative, and 
hence not consummatory and not ends. There is no use in going 
over the ground of this ancient controversy. If anything in the 
whole field of the social sciences can be regarded as positively es- 
tablished it is that all human wants are socially conditioned. 
Economists who still hold the contrary view are not allergic to 
scientific demonstration. They persist in asserting that no one 
can go back of wants because they have taken a hearty dislike to 
the people who propose to do so. Such people, they say, and in 
recent years they have been quite candid about saying it, look to 
them like would-be dictators. A number of critics of neoclassical 
theory have pointed out that its contemporary advocates are 
making a fetish of economic freedom, and several eminent de- 
fenders of primacy of wants have stated plainly that they regard 
such freedom not as a condition of economic order but as an end 
toward which all economic arrangements ought to be directed. 
In this case also, I believe, the real difficulty is not so much an 
opposition of ideals as a confusion of strategy with tactics. It 
the adoption of an economic strategy based on production meant 
telling everybody exactly what he should have and precisely 
what he should do and be at every hour and throughout his life, 
that would of course be a totalitarian nightmare. But does it? 
Machine production has transformed western civilization not 
because it has placed any particular object in our hands to sate 
any particular want but because it has multiplied the production 
of all goods and the satisfaction of all wants. The principle of 
economic strategy which emerges from the realization of this 
fact is that of the expansion of production as such and in general. 
The question, “‘Production of what?’’, is irrelevant to this prin- 
ciple. There is no point to saying before you can begin to produce 
you must know what people want. No society begins to pro- 
duce. Society is a going concern largely by virtue of the fact 
that we produce what we can. The effective modification of our 
habits of consumption does not come about as a result of spiritual 
revelation made manifest in wants, or by the imposition of some 
people's ideals on other people. The actual changes come through 
the adjustment of consumption to the exigencies of production. 
Our community is much less drunken than that of our great- 
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grandfathers not because our wants have been refined but because 
we have learned that liquor and machines simply do not mix. 
No amount of preachment about the absolute value of freedom 
alters the fact that a drunk driver is a menace to the whole auto- 
motive community, and consequently our police are enforcing the 
ordinances against drunken driving as they never even tried to 
enforce the moral principle of prohibition. We do not hesitate 
to tamper with people’s wants when they run athwart the produc- 
tive interests of the community in public sanitation, and we are 
beginning to learn that dietary deficiency is also contrary to the 
same common and general interest in physical, productive health. 

We are even beginning to wonder more seriously than ever be- 
fore if it is to the economic interest of industrial society for two- 
thirds of the population to be ill-fed, ill-clothed, and ill-housed— 
and this brings us to a third principle of economic strategy. In 
order to produce we must consume. Economic stability and the 
full utilization of our productive skill are contingent on the dis- 
tribution of consumer purchasing power. 

The classical economists knew by instinct that production and 
distribution must be geared to each other so as to revolve simul- 
taneously as a single smoothly articulated mechanism. I do not 
recall that anybody ever thought of trying to prove that this is 
so. It is implicit in the idea of economic order. If our economic 
activities fell into distinct and unrelated, even it may be divergent 
parts, there would be no such thing as an economy. The whole 
idea of an economic system is contingent on the assumption that 
production and distribution coincide and are different aspects of 
one and the same thing. 

By a very great misfortune, however, the founders of political 
economy mounted distribution and not production on the engine 
blocks of their assembly. That is, they described production not 
in terms of tools and materials, scientific knowledge and engineer- 
ing skill, executive organization and trained labor, but alto- 
gether in terms of what they called the factors of production. 
These are in actuality the factors of distribution, since they can be 
defined only in terms of participation in the division of gross 
income and are distinguished from each other explicitly by the 
manner of their participation. 
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It is the concept of capital that is chiefly responsible for this ap- 
palling error. That is what the socialists have always felt more 
or less by instinct, and we are beginning to realize that their 
instinct has been sound. It would not be fair to hold the fathers 
of economics personally responsible for this mistake. In con- 
fusing the physical instruments of production with sums of money 
they were only giving effect to the general opinion of their day, 
and for that matter our own. But however it came about, the 
upshot is that classical economic theory revolved about the notion 
that production is made possible only by the accumulation and 
investment of sums of money, and consequently that the accumula- 
tion and investment of capital as thus conceived was necessarily 
the first anxious care of a sound economy. Therefore the agents 
of production were defined so as to give capital funds a place 
virtually at the head of the council table, and the whole process 
of production no less than distribution was conceived in terms of 
values among which capital values could always be traced like a 
colored thread from one process to the other. 

As a result chiefly of this way of thinking industrial society 
has always suffered from a deficiency of consumer purchasing 
power. The symptoms have broken out more violently at some 
times than at others, but the condition has been chronic. It is 
no use saying with stoic fortitude, like a millionaire accepting 
the business cycle as a fact, that this is how the system works. 
The over-accumulation of funds is not attributable to any eternal 
and immutable condition of affairs. It is in large part the effect 
of an obsession. Like Mr. Keynes 1 believe in the power of ideas, 
especially the ideas of economists long dead, and especially their 
worst fallacies, since those are the ideas most closely attuned to 
common prejudice in their time as well as ours. From the time 
when commercialism first became the dominant force in western 
society we have been fascinated by what appeared to be the magical 
power of sums of money to set the wheels of industry in motion, 
and consequently in all our economic planning our chief solicitude 
had been for the accumulation of capital in the sense of funds. 
The result has been a chronic deficiency of consumer purchasing 
power. 

Since the point of greatest capital accumulation is at the top 
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of the income scale while the point of greatest deficiency of con- 
sumer purchasing power is at the bottom, the problem obviously 
is one of distribution. But the key to the problem is the principle 
of expansion of production. Indeed the problem is insoluble on 
any other basis. Men of good will have always deplored poverty, 
but humanitarianism has always faced an impasse in the doctrine 
of capital accumulation. So long as poverty seemed to be the 
price we paid for economic stability the argument that the price 
simply had to be paid has been conclusive. The only way through 
this impasse is along the lines of the principles of stability and 
efficient production. We can have economic stability only by 
achieving a sound system of production, and we can have a sound 
system of production only by consuming what we produce. The 
principle of expanding consumer purchasing power is a derivative 
of those basic principles of economic strategy to which we have 
already given our assent. 

The procedures by which the flow of income to the bottom of 
the scale might be increased so as to absorb the product of an 
expanding productive mechanism constitute a problem of tactics 
and have no place in a discussion of strategy. But there is no 
use in defining an objective which is impossible of attainment. 
The opinion seems to be widespread that no such procedure is 
possible because the requisite income is not available for distribu- 
tion. It is now generally admitted that the recovery of 1934 
to 1937 was substantially affected by governmental distribution 
of purchasing power, that the recession of 1937-1938 was also 
materially affected by the dwindling of this flow of income ac- 
centuated by rising prices, and that the recent upturn is due 
largely to a resumption of government ‘‘spending,”’ as it is called. 
But the crucial question in the minds of many people is, What 
is going to happen when the funds give out? This question is 
usually asked as though it were patently unanswerable, but 
actually that can be assumed only on the basis of a gross miscon- 
ception of what is going on. Our recent financial maneuvers 
have indeed increased the national debt, and there may perhaps 
be a point beyond which it is not politically safe to pile up such a 
debt. But that limit is not one of a deficiency of funds. Con- 
trary to a widespread notion, we never borrow from the future; we 
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borrow from each other. Surely any well instructed sophomore 
should know that every last item of the recent governmental 
program has been financed out of the current national income. 
To argue that such diversion of income must come to a stop for 
lack of funds at the very moment when the latest issue of Treasury 
notes is being over-subscribed ten times is to talk plain nonsense. 

What people really mean, whether they know it or not, when 
they talk about the eventual exhaustion of governmental credit 
is that perpetual borrowing eventually comes to be recognized as a 
form of taxation, and when that happens it will be resisted. 
That may be so. But economic impossibility is one thing and 
capitalist resistance is quite another. For many years the so- 
cialists have been preaching that capitalism is doomed because, 
when we arrive at the crisis, the capitalist class will resist the 
adjustments on the basis of which alone the industrial economy 
can be made to work. It is precisely for this reason that they 
insist on the liquidation of the capitalist class and the expropria- 
tion of all the instruments of production as a preliminary to re- 
building a stable industrial society. 

We have it in our power to prove the socialists right by offer- 
ing the resistance they predict. We do not have it in our power to 
maintain a stable economic order on a basis of chronic deficiency of 
mass purchasing power. Deficiency of purchasing power neces- 
sarily means restriction of production, and—as we ought to know 
by now—restriction of production means extreme instability of 
the whole economic mechanism. Either we must find a way to 
distribute purchasing power in such volume as to permit the full 
utilization and continued expansion of our productive system and 
so attain the stability which all economists have sought, or we 
must prepare to face the deluge only hoping that some other 
political regime will be wise enough to do what we have failed 
to do. 
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The countries of the world have been experimenting with cur- 
rency and credit management for more than twenty years; and 
since the abandonment of the pre-war gold standard in 1914, all 
countries have been operating under some kind of managed cur- 
rency. The objectives of this management have been varied. 
During the war the objective was inflation as an aid to winning 
the war; during the 1920's it was in some countries to stabilize the 
disordered currencies, to restore the gold standard, and to revive 
foreign trade; in other countries it was to further economic 
nationalism by stimulating exports and restricting imports; in 
this country it was to stabilize the price level in the hope of 
creating a new era in which trade cycles would be unknown. In 
recent years, most countries have attempted to lift themselves out 
of the depression by monetary management, through reflation of 
prices and reduction of interest rates. We have built up powerful 
mechanisms for artificial control of the quantity of money and 
credit, have enlarged the powers of central banks, and have sup- 
plemented these powers with governmental banking agencies and 
stabilization funds. We need now to face the question whether 
we really know how to use the new powers of monetary and credit 
control. 


I 


The theories and applied policies of currency and credit man- 
agement have been developed only in recent years, as an outgrowth 
of national monetary policies during and after the war, and of 
recent studies of the business cycle. The possibility of monetary 
management for the control of the price level is, however, not a 
new idea of our own generation, and is not an invention of profes- 
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sional economists. The popular mind has always sought a mone- 
tary remedy for periods of falling prices and depression. Falling 
price levels that destroy producers’ markets, impoverish farmers, 
and multiply the burdens of debtors have always created a popular 
demand for more money and easier credit. The inflation bloc 
sometimes slumbers, but it never dies. So strong has been the 
popular opposition to a falling price level that governments have 
never permitted a long continued fall in prices. Since the Middle 
Ages we have had a gradually rising price level, and this, at many 
periods, has required government intervention or management of 
the currency. 

From Roman times to the sixteenth century there was no im- 
portant addition to the world’s supply of the precious metals, and 
prices must have fallen disastrously except for currency manage- 
ment. The mediaeval currency of England was probably not de- 
liberately managed, but it was so manipulated as to maintain a 
stable price level for 200 years. Adam Smith noticed that during 
the Middle Ages the price of wheat was steady for 200 years, 
while the quantity of silver in the shilling was constantly dimin- 
ishing; and said that the increased value of silver “‘so far com- 
pensated the diminution of the quantity of it contained in the 
same nominal sum, that the legislature did not think it worth 
while to attend to the circumstance.""! As a matter of fact the 
legislature—or the kings—had ‘‘attended to the circumstance”’ 
by devaluation of the coins to prevent a fall in the price level. 
This mediaeval currency management was, of course, by successive 
reductions in the silver content of the coins. Historians have 
called it debasement of the coinage and condemned it as dishonest; 
we now call it devaluation—and some of us still condemn it as 
dishonest. 


II 
Since the invention of bank currency, monetary management has 
not been so simple. So long as money consisted entirely of coins, 
it was easily controlled or managed; with the quantitative factor 
made up largely of bank currency and deposits, and a varying 
and uncertain velocity of circulation, monetary management has 


1 Wealth of Nations, Book I, Chap. XI, Pt. III. (Modern Library Edition, p. 179.) 
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become more difficult. Early in the eighteenth century, Bishop 
Berkeley, seeing the periodic breakdown of the bank currency and 
the popular suffering from price fluctuations, proposed a system 
of managed currency. He insisted that all money should be 
issued by the government, that it consist of inconvertible paper, 
and that the issue be so regulated as to maintain a stable price 
level. The early history of the British currency thus shows two 
modern devices for management and control of prices: a succession 
of devaluations that did maintain a stable price level for 200 years; 
and, 200 years ago, Bishop Berkeley's proposal for a managed 
paper currency.’ 

The classical economists did not think of money as a tool for 
artificial control of economic activity, but merely as a mechanism 
to facilitate trade. The frequently quoted passage from John 
Stuart Mill expresses this view:—‘‘There cannot, in short, be 
intrinsically a more insignificant thing, in the economy of society, 
than money; except in the character of a contrivance for saving 
time and labour... . and like many other kinds of machinery, 
it only exerts a distinct and independent influence of its own when 
it gets out of order.’’ In fact the classical economists did not 
admit the necessity for any artificial control of economic life, and 
did not design any remedies for periodic breakdowns such as the 
booms and slumps of the trade cycle. Classical theory proclaimed 
the economics of equilibrium, and showed how any change in 
demand or supply or price would set into operation its own cor- 
rectives, and how equilibrium would be re-established by the 
automatic forces of free competition. This theory had no place 
for business cycles or monetary management, because a trade cycle 
is a breakdown of the equilibrium, which is impossible under 
classical theory. 

The business cycle, however, has appeared, with its periodic 
dislocation of our whole economic life; and its effects have been 
intensified in recent years with the coming of large scale produc- 
tion, monopolistic competition, and greater rigidities of price and 
wage structures. It has remained for recent students to supple- 

2C. Hollis, The Two Nations, Chap. 1, V. This book is an interesting but unorthodox 


interpretation of English history in terms of monetary management. 
3 Principles of Political Economy, Book III, Chap. VII, Sec. 3. 
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ment the classical theories with a treatment of the facts and ex- 
planations of business cycles. At the same time that the cycle 
was being analyzed we discovered the great powers of central 
banks to control the quantity of money, the rate of interest and 
the volume of investment. Out of this has grown the hope of 
controlling the business cycle, of stabilizing the price level, and 
of relieving or preventing periodic booms and depressions. 
These hopes have not yet been realized, in spite of a great ex- 
pansion in the mechanism and power of credit control by central 
banks and by the governments. The theory that stabilization 
of the price level would prevent the generation of crises, and that 
expansion of credit and lowering of interest rates would relieve 
a depression, has been generally accepted and very widely applied 
in the post-war years. Many people are now questioning the 
adequacy and the validity of these measures, and are proposing a 
new diagnosis of the sources of dislocation in the trade cycle. 


Ill 


This paper does not attempt to discuss the various theories of 
the generation of business cycles. It undertakes merely to present 
some of the sharply contrasting and conflicting explanations, as 
shown in policies proposed for dealing with depressions. The two 
conflicting theories might be called those in favor of expansion as 
a remedy for depression and those in favor of deflation as a remedy. 
John Strachey points this conflict under the two titles of ‘‘Not 
Enough Money”’ and ‘“Too Much Money.’’* Those who believe 
that depression is caused by price deflation, ‘‘Not Enough Money,”’ 
would expand credit and raise prices as a remedy; while those who 
believe that crisis and depression are generated by credit expan- 
sion, ‘“Too Much Money,’’ would oppose monetary expansion, and 
in depression would allow prices and costs to fall. These two 
schools of thought may be called expansionist and deflationist. 

Some of the earliest criticisms of the classical economists were 
directed against their belief in the natural equilibrium and auto- 
matic correctives, and their denial of the need for governmental 
intervention. Sismondi was one of the first critics of the classical 


4 The Nature of the Capitalist Crisis, Chaps. II-V. Strachey writes as a socialist economist, 
and considers all our theories inadequate and all our policies futile. 
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economists, and one of the first to explain a theory of economic 
crises, and to advocate governmental intervention. He explained 
or foreshadowed the theories of over-savings and inadequate 
consumer income.® Malthus, observing the conditions of wide- 
spread unemployment and falling prices after the close of the 
Napoleonic Wars, recommended increased government spending 
on public works to provide employment.* On the other hand, 
Ricardo, trusting more to automatic correctives, advocated a 
reduction of wages and of government expenditures and taxes, as 
a means of increasing the profit margin and of enabling the em- 
ployers to take up the unemployed at lower wages and lower 
costs. This points to the conflict, more than a hundred years 
ago, between the inflation remedy and the deflation remedy. 

The general theory of expansion as a remedy for depression is 
familiar and needs no explanation. It has been accepted almost 
as a truism that the fundamental aim of monetary policy should 
be to maintain a stable price level, and that in depression, interest 
rates should be lowered and credit expanded. Fisher's ‘‘debt- 
deflation’’ theory of depression gives support to this policy. 
Hobson would provide more money to offset excessive savings; 
Fisher and others to offset increased production; Keynes to re- 
duce the interest rate and restore the equilibrium of savings and 
investment. Keynes suggests that this policy, when necessary in 
extreme depression, should be continued to the uttermost limits;7 
that is, until interest rates have been forced down practically to 
zero, and until great excess bank reserves have been built up. 
His advice in this respect has been followed by the United States 
in recent years. 

A considerable number of economists in recent years are denying 
the validity of the whole theory of price stabilization, and of 
fighting depression by expansion of credit, by injection of new 
money and by increase of consumers’ income. Their policy would 
be almost directly the opposite of the expansionist policy so gener- 
ally applied in this country and in England. Crises and depres- 
sions are always marked by the decline or disappearance of busi- 

5 Mao-Lan Tuan, Simonde de Sismondi as an Economist, pp. 68-83. 


6 Principles of Political Economy, Chap. VII, Sec. X. 
1 Treatise on Money, Vol. Il, pp. 369-374. 
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ness profits. Business men will venture upon expansion of pro- 
duction and re-employment of labor only if they see a prospect of 
business profits; therefore, revival from depression requires the 
restoration of profits to business men. The expansionist policy 
would restore profits by raising the price level; the deflationist 
policy by reducing costs. It is true that the reduction of interest 
rates advocated by the expansion policy would reduce the cost of 
capital; but this could be brought about only by credit and cur- 
rency inflation, which would maintain or raise the price level. 
The deflationists would say that crises occur because we do follow 
the expansionist policy—because we do inject new money to 
offset savings or to offset production or to stabilize the price level; 
and that in depression the policy of raising prices and wages, of 
increasing consumers’ purchasing power, and of bolstering up 
distressed business enterprises will prolong the depression, not 
relieve it. 

Their general argument is that, while an increase of savings 
and capital expenditure will reduce the price level, it will at the 
same time reduce the costs of production, since the whole purpose 
of increased capital equipment is to reduce costs. If new money 
is injected to maintain prices when costs are falling, the result will 
be an inflation of profits and the generation of crisis and collapse. 
Lionel Robbins explains a depression as a decline in the raw 
material producing industries and a fall in the demand for capital 
goods. Demand for consumers’ goods has become relatively too 
high; therefore, any artificial stimulation of consumers’ purchas- 
ing power will aggravate an evil already existing.* What is 
needed in depression is the restoration of business profits and a 
stimulation of the demand for producers’ goods. This can be 
accomplished only by reducing the costs of production. Robbins 
thus follows Ricardo in finding the rigidity of wage structure a 
barrier to recovery, and in recommending a reduction of wages 
as a remedy for unemployment of both capital and labor. ® 

Friederich A. Hayek, by a somewhat more involved process of 
reasoning, reaches similar conclusions. He thinks that at any 
stage of the cycle the injection of new money that is not the result 


8 The Great Depression, pp. 69, 70. 
9 Ibid, pp. 185-189. 
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of previous savings will create an artificial demand, will distort 
the proportion between the demand for consumers’ goods and 
producers’ goods, and will break down the equilibrium and dis- 
rupt the organization of production.1° We can consume only 
what we have previously saved. In depression, ‘““The granting of 
credits to consumers, which has been so strongly advocated as a 
cure for depression, would in fact have quite the contrary effect; 
a relative increase in the demand for consumers’ goods could only 
make matters worse.’’!! Artificial stimulation should not be 
applied in prosperity or in crisis or in depression. He thinks 
that: ‘* . . . we may perhaps prevent a crisis by checking inflation 
in time, but that we can do nothing to get out of it before its 
natural end, once it has begun.’’? 

An argument is also made against an elastic or managed cur- 
rency. The only case in which money would be neutral—that is, 
not a force making for inflation or deflation—would be a currency 
of fixed, invariable quantity. Using monetary management to 
maintain price levels makes money exert an active influence; an 
elastic currency is an artificial force that disrupts and unbalances 
the economic equilibrium. It is also argued that any revival 
stimulated by the injection of more money will be temporary, and 
will degenerate into crisis and collapse unless progressively in- 
creasing doses of new money are continued. 

Similarly Robbins and other deflationist economists maintain 
that the usual inflationary remedies for depression are doomed to 
failure. Robbins explains the deepening of the recent depression 
in part by the efforts to maintain prices and wage rates and cor- 
poration dividends, and to bolster up failing business enterprises.'* 
In all pre-war depressions the policy of central banks had been to 
provide funds for all solvent enterprises, but at high discount 
rates. Since that time the policy has been reversed, and we have 
attempted to prevent liquidation, to maintain wage rates and 
prices, and to protect all distressed business ventures. Pre-war 
depressions permitted liquidation and reduction of costs with 


10 Prices and Production, Lecture III, pp. 69-100. 
1 Tbid., p. 97- 

2 Jbid., p. 99. 

18 Op. cit., pp. 69-72. 
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prices. As Robbins says, ‘In the present depression we have 
changed all that. We eschew the sharp purge. We prefer the 
lingering disease.’’!4 

The deflationist policy would apply severe credit restrictions 
in times of business expansion, as near an approach as practicable 
to a fixed quantity of money and credit, in order to prevent the 
generation of crisis conditions. In depression it would allow 
prices to fall and would also allow wages and other costs to fall, 
and would allow the natural and necessary liquidation of in- 
solvent business enterprises. 

Both policies seek the restoration of business profits. One 
would restore profits by increasing prices, the other by reducing 
costs. Both policies would reduce the purchasing power of 
consumers and lead to greater concentration of wealth and in- 
come; one by raising prices more rapidly than wages, the other 
by reducing wages and other costs more rapidly than prices. 


IV 


The division of opinion indicated in this discussion raises the 
question asked at the beginning of this paper. Now that we have 
created powerful agencies and machinery for artificial control of 
money and credit, do we know what to do with them? A dis- 
cussion of some practical applications of monetary policies in 
recent years will at least give more definite point to the question, 
though it may not provide a definite answer. 

In the first place, this conflict of opinion serves to explain the 
division between the advocates of a managed paper currency and 
the advocates of a gold standard. The international gold standard 
tends to create an equilibrium of world prices, and makes im- 
possible an artificial control or management of domestic prices. 
An increase of domestic prices will stimulate imports and expel 
gold, thus forcing a reduction of domestic prices; and if price 
inflation is continued, the outflow of gold will destroy the do- 
mestic gold standard. The gold standard is an instrument of 
international equilibrium, not of managed domestic prices. For 
this reason, when President Roosevelt decided to undertake the 
reflation of domestic prices, it was necessary for him first to 
abandon the gold standard. On the other hand, those who 
4 [bid., p. 73. 
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believe that depression must work out its own correctives, allowing 
prices to fall, and wages and other costs to decline, would advocate 
the maintenance of the fixed gold standard. They believe that 
monetary influences making for inflation and crises can be avoided 
only by having a fixed volume of money; and the nearest approach 
to permanently fixed quantity of money is provided by the gold 
standard. At least the amount of price inflation possible under 
a gold standard is limited by the necessity of gold reserves; and 
under a free gold standard it is not possible for one country to 
accumulate a large excess of gold reserves. It is understood, of 
course, that since the World War the United States has not allowed 
the international gold standard to work, as we have used federal 
reserve credit and government policies to counteract and neutralize 
the effects of gold imports and gold exports. When changes in 
gold holdings are not allowed to exercise their normal and natural 
influence on domestic prices, then the international gold standard 
is not working, and there is no automatic corrective to accumula- 
tion of gold in one country. 

Critics of the price stabilization theory point to the experience 
of the United States with price stabilization in the 1920's. This 
theory is that if money is geared to production, the price level 
will be stabilized, and the generation of crises will be prevented. 
During the years from 1922 to 1929, we were applying this policy, 
and our commodity price level was stable;—and we then led the 
world into the greatest depression in history. We kept the price 
level stable while costs were falling, and thus created a period of 
actual inflation of profits, with all the consequences of over- 
investment and speculation that traditionally lead to crises. 
These critics would also point to the rather indifferent success of 
reflation policy during the depression, and the lag of recovery in 
the United States behind recovery in many other countries. 

If the deflationist theory is correct, then the whole public 
policy both in America and in Great Britain is wrong, and will 
lead to disaster and collapse. An artificial stimulation by in- 
jecting more money will cause temporary revival, lead to inflation, 
and then, when the additional and increasing doses of new money 
are stopped, to crisis and collapse. Efforts toward credit expan- 
sion were begun under President Hoover, and were redoubled 
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under President Roosevelt. Roosevelt’s declaration of price 
policy was made under such dramatic circumstances at the London 
Economic Conference that it was heard around the world. An 
identical policy had, however, been announced by the British 
sterling countries before Roosevelt's declaration. The Macmillan 
Commission in 1931 emphasized the need for restoring the price 
level and stabilizing prices; the Ottawa Empire Conference in 
1932 adopted a program of adherence to the new sterling standard 
and stated its objectives of raising the price level and of stabilizing 
prices; and a currency manifesto of the Empire delegates to the 
London Economic Conference reaffirmed the same policy. These 
objectives were identical with those announced by President 
Roosevelt in 1933. Both the United States and the British 
Commonwealths are committed to the policy of reflation and 
stabilization of prices. 

Critics point out, however, that our policy is inconsistent and 
conflicting, since we are attempting to restore profits by raising 
the price level, while we attempt at the same time to increase 
costs by raising wages. Under the deflationist theory, this is a 
double crime. 

It must be mentioned, however, that the criticism of the ex- 
pansionist policy is not quite fair, so long as only the general 
price level is considered. The main objective of price reflation 
is to correct a dislocation that is always created by falling prices. 
Flexible prices, such as raw materials and farm products, fall 
rapidly, while inflexible or administered prices remain practically 
fixed, and production is reduced. Restoration or reflation of the 
general price level will increase rapidly the sensitive prices, 
which have fallen most, and thus tend to correct the price disloca- 
tion and restore the equilibrium; and this is the objective of price 
reflation policies. 


Vv 


We must notice, next, the conflict between public monetary 
policies and business policies. During the upward swing of 
recovery and prosperity, business men favor a credit policy of 
low rates and easy bank credit, and they will criticize severely 
and resist strenuously any restriction of credit while business and 
profits are expanding. A central bank is popular so long as it is 
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providing additional credit for business expansion; it becomes 
unpopular as soon as it begins to raise discount rates and restrict 
or withdraw credit. Any credit policy, therefore, that under- 
takes to prevent over-expansion or inflation will meet strong 
popular opposition. Such a period calls for rather severe credit 
restriction, but such restrictive policy has never been successful, 
because no central bank or government has ever had the courage 
to apply it in face of strong popular opposition. 

In the period of depression, on the other hand, business opinion 
seems to favor the policy of deflation. The general opinion of 
leading business men is probably well expressed in resolutions 
adopted by the International Chamber of Commerce at their recent 
meeting in Paris. Resolutions adopted on October 21, 1938, 
rejected ‘‘the fallacy that artificially cheap money is necessary 
for business activity,” and advocated an early restoration of the 
international gold standard. The resolutions add the further 
statement that, ‘“‘Money rates should tell the truth regarding the 
actual situation as to the supply and demand of capital. By an 
adequate supply of capital is meant an abundant volume of true 
investors’ savings and corporate savings.’’! 

The natural reaction of business men to falling demand and 
declining prices is to use every possible means of reducing their 
costs, and they naturally attempt to reduce wages and other costs. 
They also recommend that government should adopt measures of 
economy, and reduce expenditures and reduce taxes. They at- 
tempt to restore profits or avoid losses by reducing costs. The 
natural remedy for depression works itself out by this process. 
The deflationist economists offer no remedy for depression except 
the natural remedy of letting the depression run its course. Does 
our long experimentation and our creation of elaborate mechan- 
isms of credit control lead us to this dead end and a confession of 
helplessness? 

This confusion and disagreement on theories and on practical 
policies cannot be reconciled or resolved by examining our ex- 
perience with depressions and monetary policies in the past. 
All theories agree that the best method of avoiding depression is 
the prevention of inflation that generates crisis. Our one brief 


18 New York Times, October 22, 1938. 
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experience with stabilization of commodity prices in the 1920's 
did not prevent inflation or crisis. This experience, however, 
need not be conclusive, because other world factors were involved, 
and because it included a period of deliberate credit expansion in 
in 1927. The crisis and severe depression of the 1890's came after 
a long period of falling prices. A fixed quantity of money has 
never been actually tried, at least since the invention of bank 
money and credit management; and a severe credit restriction in 
the early stages of business expansion has never been actually 
applied, and is difficult if not impossible to apply in face of popular 
opposition. 

As remedy for depression and aid to recovery most countries 
have undertaken credit expansion and some measure of inflation. 
In some countries, such as Sweden and probably England, where 
monetary expansion has been used in connection with other co- 
ordinated measures of economic planning, some measure of success 
has been achieved. In this country the success of monetary 
management in depression has been limited and questionable. 
The deflationist remedy for depression—which is practically the 
laissez-faire remedy—has not been allowed to operate in our 
recent depression. We know at least that earlier depressions, 
without monetary management to prevent the natural deflation, 
have been quick and severe in process of liquidation, and usually 
short in duration. The laboratory of experience offers no certain 
confirmation or refutation of our theories. 


VI 

In conclusion, there is reason for serious doubt on two other 
questions that are fundamental; first, some doubt of the validity 
of the quantity theory of money, at least as a basis of prediction 
and control; and secondly, a question whether we can expect 
monetary remedies to be effective under the new economy of 
inflexible prices and wages. 

There seems to be little doubt that monetary and credit restric- 
tions could be used to limit or prevent an undue advance in the 
general price level, if such restriction could be practically and 
firmly applied. We seem to have learned, however, that it is 
not possible to force an increase in the price level and in business 
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activity in a period of depression and business stagnation. In- 
creased volume of money and bank reserves can have no influence 
on prices until the money or credit moves into the market and is 
used for purchasing goods. The increased money merely permits 
or makes possible a higher price level and greater business activity, 
but does not necessarily or automatically force a higher price 
level. The prospect of business profits must be present, to induce 
business men to venture into borrowing and spending. In the 
equation of exchange the factor of velocity is one that is un- 
predictable and uncontrollable. 

Finally, all theories of monetary control assume an economy 
regulated by free competition, in which prices and wages are 
flexible and sensitive to every change in demand and supply, and 
in which new business enterprises are easily started and old ones 
easily abandoned. Our monetary theories, like most of our 
economic theories, assume a competitive society of small indus- 
tries, and a flexibility that no longer exists in the new economy. 
Since a large proportion of prices today are inflexible administered 
prices, and since wages are even more rigid than prices, the natural 
remedies or correctives for dislocation of prices and demand are 
not allowed to work. Furthermore, industry in all countries is 
subject to many governmental controls and trade restrictions that 
prevent the automatic balances of a free competitive society. 
Currency management is still in the experimental stage. Before 
it can become an effective and a certain agency for control, we 
shall need to know more of the underlying causes of the economic 
dislocations of the business cycle, and must have clearer objec- 
tives. We have created powerful mechanisms for controlling 
currency and credit, and all countries are now committed to some 
form or some measure of monetary management. If credit re- 
striction is necessary to prevent the generation of crises, we still 
have no measure for the amount of restriction necessary, nor for 
the proper timing of this restriction; and we have not had courage 
to apply severe restrictions when business seemed prosperous. 
The expansion remedy for depression has brought at best no more 
than indifferent success; and the theory supporting this remedy 
is now disputed by many students of the trade cycle. 
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Measures for controlling the trade cycle and remedies for de- 
pression must be sought in wider fields than those of monetary 
and credit control. Further experience may show us that currency 
management can be made an important part of a coordinated 
scheme of economic planning, but that it cannot be the sole 
instrument for controlling business activity. 











THE PRESENT STATUS OF LABOR UNIONS IN THE 
SOUTH 


FRANK TRAVER DE VYVER 
Duke University 


Trade unions in the South! are in various stages of development. 
Many have been organized for years, their existence is accepted, 
collective bargaining followed by agreement is the rule. In 
some instances, indeed, the union-management cooperation 
recently described by the Steel Workers’ Organizing Committee? 
may be at hand. Such well established unions furnish detailed 
membership data readily and exactly; though where such unions 
are still operating under the leadership of the formative period 
the early policy of caution and secrecy sometimes continues to 
prevail. Where unions are going through critical periods of 
their existence, and are fighting for members and for recognition, 
however, ‘‘reputation for strength or weakness is considered to 
count heavily with prospective members, the government, and the 
public."’"* Data from unions in this stage of development are 
difficult to obtain for publication and, where given, must be 
treated with some skepticism. The fact that a considerable 
amount of information was furnished for this paper is in itself 
an indication of the growth and development of trade unionism 
in the South during this decade. 


I 


Professor Schwenning called attention in December, 1931 to the 
‘Herculean task facing organizers’’* in the textile industry, but 
statistics of membership and other indices of activity now indicate 


1 The South here includes: Alabama, Arkansas, Florida, Georgia, Kentucky, Louisiana, 
Mississippi, North Carolina, South Carolina, Tennessee and Virginia. 

2 Production Problems, Publication No. 2 (1938). 

3 Leo Wolman, Ebb and Flow in Trade Unionism, p. 5. 

4G. T. Schwenning, ‘‘Prospects of Southern Textile Unionism,"’ The Journal of Political 
Economy, December, 1931. : 


485 








486 FRANK TRAVER DE VYVER 


that leaders in the trade union movement are making a vigorous 
and successful effort to clean up what to them must have seemed 
an Augean stable. The Textile Workers’ Organizing Committee 
claims approximately 100,000 members in the South. According 
to most recent methods of organizing, these 100,000 will not be 
paying members until the union has gained a contract with the 
company. To date, very few contracts (approximately 25) have 
been signed. It should not be assumed, however, that the labor 
movement in textiles is inactive. The members are militantly 
awaiting a chance to obtain a contract and start paying dues. 
Between September, 1937 and September, 1938 the T. W. O. C. 
in the South initiated 41 complaint proceedings under the National 
Labor Relations Act charging violations of various parts of 
Section 8 of that law. During the same period, the T. W. O. C. 
was on the ballot of about 40 elections and polled a vote as repre- 
sentative of 15,000 workers. In the fall of 1937 a furniture 
factory in Virginia was organized by the T. W. O. C. and an 
election was won in that plant. The discrepancy between union 
claims and election returns is not as important as appears on the 
surface. Relatively few elections have been held and compara- 
tively few complaints have been brought before the Labor Board. 
In a conversation one of the mediators of the Department of Labor 
ventured the opinion that the union was much stronger than would 
appear from mere election reports. The winning of an election 
by the T. W. O. C. in one community has a salutary effect upon 
other mills in the vicinity. Admittedly, the Textile Workers’ 
Organizing Committee’ still has a long way to go before the 
Southern textile industry is thoroughly organized. The stimulus 
of the Wagner Act and the organizing methods involving no dues 
or initiation fees have made membership figures large. The 
problem now before the T. W. O. C. is to educate the textile 
workers in the long hard grind of successful unionism. Most 
large employers still retain open shops, but, on the other hand, 
they no longer retain shops closed to union members. (See 
Table I.) 

Other branches of the textile industry have likewise made prog- 
ress in the South. This is evidenced by their activity in bringing 
complaints. The American Federation of Hosiery Workers has 
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TABLE I 


Unions 1n THE SoutH Firinc ComMPLaInts wiTH THE Nationa Lasor Revations Boarp 
Unper Szction 8 or tHe Lasor Rerations Act, SepremBer, 1937-OcTosER, 1938* 








NUMBER OF 
UNIONS FILING COMPLAINTS COMPLAINTS 
FILED 
I. Mining 
United Mine Workers of America............0..-.202 eee eeee 20 
International Union of Mine, Mill, and Smelter Workers........ 3 
Quarry Workers’ International Union of North America........ I 
Oil Workers International Union.......................-4005- I 
International Association of Oil Field, Gas Wells and Refining 
Ween OF DONDE... 5.5 5 sin cba sain pactne badecytovmiewaena 2 
II. Manufacturing 
1. Heavy or durable goods 
International Association of Machinists................... I 
International Molders’ Union of North America........... 4 
Stove Mounters’ International Union of North America... .. I 
Uniced Pupeiicare Workers... ain. osnc scons cine stacy ssicece Elections 
United Veneer, Box and Barrel Workers.................- 3 
Steel Workers Organizing Committee. ..............-....- < 
Industrial Union of Marine and Shipbuilding Workers of 

PID sc, 55. vonix on spk elanicdimah ee eee we Saree va ewte tebe 2 
United Brick and Clay Workers of America............... I 
Metal Bed Workers Federal Union....................--. I 

2. Light and consumable goods 
Tobacco Workers Organizing Committee................. I 
TORRCCO. WOPKEEE TRIOR. «5 «06sec nese cvsncsistes cosine I 
Bakery and Confectionery Workers’ International Union of 

I 5.0.2 Apc She oe sles dKe See aRRy ew SST REN 2 
United Rubber Workers of America..............-2-00005 
United Meat Cutters and Butcher Workmen of North Amer- 

BOR ik oa sate aetewens stag bss are h Sela es ioe talon ache ah I 
Cece WOME TIMUN  . « ow osidin age S Oy oh asap04 6050be I 
International Brotherhood of Paper Makers............... I 
International Brotherhood of Pulp, Sulphite, and Paper Mill 

POUR 5 2s. shied nea Leen ee FOE cele ick oe ee I 
Textile Workers Organizing Committee and United Textile 

IN i soa ie wo Susan Sah bivnce Nee Gish sine bie vag aN Ga ON 41 
American Federation of Hosiery Workers................. 13 
Amalgamated Clothing Workers. ...............--.+0005- 5 
International Ladies Garment Workers................... 3 
IMDM APREUEE WHKEIID. 5 50.550 5.6 5 016 i005 5.0 o'5.00 sdigbweieg 2 
ROMSteINeE YY WOCKETS TRO. on. ooo cts ee cc asecnbenaeucen I 
ReapVCeS "WOTke THRIOE . 5 5050s 05 chesiee vinedesle cee acie'eee I 








* Cf., Labor Relations Report, passim. 
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TABLE I—Concluded 











NUMBER OF 
UNIONS FILING COMPLAINTS COMPLAINTS 
FILED 
Ill. Printing 
International Printing Pressmen and Assistants’ Union of North 
America. sil IRE SS AIL Es 3 
Jncernetional ‘Brotherhood of Bookbinders. bes Scho cathe tem We ail 2 
IV. Building and Construction 
United Brotherhood of Electrical Workers. 4 
United Brotherhood of Carpenters and Joiners... . 4 
International Association of Bridge and Structural Iron Workers. I 
Granite Cutters’ International Union.......................... 5 
V. Transportation and Communication 
ee I ou 8.5 a: dias Sed Se Avie mene mp eee won I 
National Maritime Union.. 3 
Transport Workers Union. ; I 
Amalgamated Association ‘of Street ‘and Electric Railway ‘and 
Motor Coach Employees. . 4 3 
American Radio Telegraphists’ ‘Association ee Syeiraretinatars ae hale hare 0509 I 
International Seamen’s Union. I 
National Organization of Riadenes, Widen ol Pilocs of ‘Aailes I 
International Brotherhood of Teamsters, Chauffeurs, Stablemen 
and Helpers. . Lie Aoea See ee hares alee 
Usieed Dock and Fruie Workers. . , OSes ae wae eene eh ores I 
VI. Service and Professional 
SAOTR WRIT GOIN 5.5: 5 Sic dsaweetetosaemnianne cose * 
Federation of Architects, Engineers, Chemists, and Technicians... . I 
VII. Other—Special 
Individuals, Federal labor unions, C. I. O., A. F. of L. or local cen- 
Pe IIIs <6 wse-sro srecnine arg ive moa ation cree ee sire e arehte 14 





not divulged its Southern membership figures but has, during the 
past years, brought complaints against 13 employers. The Inter- 
national Ladies Garment Workers of America, in February, 1938, 
claimed only 678 members. During the year, however, they 
brought complaints against three plants. The United Garment 
Workers have 10 shops in the South with which they have union 
label contracts. Complaints have been filed intwocases. Figures 
for the Amalgamated Clothing Workers are approximations based 
on a survey map published in the Advance.’ The union has 
approximately 16 locals and 4,500 members. Its record of com- 
plaints is five. 


5 May, 1938. 
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Tobacco, another major industry of the South, is partially 
organized, but the extent of the organization cannot be determined. 
One union official (of a different union, to be sure) gave 7,000 as 
the number of Southern members. The several brands of cigarettes 
carrying the union label are produced by union workers in closed 
shops. Both Liggett & Myers and the American Tobacco Com- 
pany have agreements with the Tobacco Workers’ International 
Union.* One reference to a complaint filed by the Tobacco 
Workers’ Union has been found, and a Tobacco Workers’ Organ- 
izing Committee of the C. I. O. lodged one complaint during the 
year. 

Dr. Mitchell wrote in January, 1931: ““No attack has yet been 
made on the Birmingham metal industries, and the coal fields are 
being avoided until unionism in that industry sets its house in 
order."’? Times have changed. The Steel Workers’ Organizing 
Committee now has contracts with 23 plants in the South hiring 
an aggregate of over 15,000 men. About 11,500 of these workers 
are union members. The United Mine Workers claim over 70,000 
members. A great achievement of the United Mine Workers 
has been the recent signing of an agreement with the Harlan 
County, Kentucky, mine operators. The miners have filed 20 
complaints, while the Steel Workers’ Organizing Committee has 
brought two complaints. 

The Building Trades have been organized for some time in the 
South and their large membership is readily given by the central 
office. The carpenters alone claim over 22,000 Southern members; 
the plumbers, 3,000; the bricklayers and masons, 9,000; the 
electrical workers, 7,500. Both the carpenters and the electrical 
workers brought complaints during the year. 

Another large group, the railroad workers, are well organized. 
The Brotherhoods are among the oldest labor unions in the United 
States and, during the years, a large group of men in the Southern 
field has been organized. 

Little union progress has been made in the large furniture 
industry in the South. Apparently both the United Brotherhood 
of Carpenters and Joiners and the new C. I. O. United Furniture 


6 A. F. of L., News Letter, May 15 and May 22, 1937. 
7G. §. Mitchell, ‘‘Organization of Labor in the South,"’ The Annals, January, 1931, p. 186 
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TABLE 
Union Mempersuip 1N 
ALA. ARE. FLA. 
I. Mining and Extractive 
a. United Mine Workers of America (1) ................ 22,000 6,060 1...... 
II. Manufacturing 
1. Heavy or durable goods 
a. Brotherhood of Railway Carmen (2)............... 867 77% | 990 
b. International Association of Machinists (3)......... 1,400 1,000 |1,200 
c. International Union of Aluminum Workers of Amer- 
Sy REE SR eon ec Pe Oe See a en es |) 
d. Industrial Union of Marine and Shipbuilding Workers 
Oe ENCE ois cdc oss ddcces tir essence ssce ae See Oe 
e. United Furniture Workers of America (6)...........).....0.000 005 2,100 
f. International Molders’ Union of North America (7).|.............).--..0[eeeeee 
g- Amalgamated Association of Iron Steel and Tin 
oes soi ance gt vec duce ee See tiee s+. te cig NS Bes axle osx: 
12,525 
workers 
in plants 
2. Non-Durable and Consumers’ Goods 
a. Bakery and Confectionary Workers’ International 
Union of America (9).. A ee SE ene Spee Re |) Sa 
b. United Brewery and Soft Drink Workers of Amesica 
(ao)... Pere 370 
c. Textile Workers organizing Committee (xz)... ine a 
d. Amalgamated Clothing Workers of America (xa)... eens ss 
e. International Ladies Garment Workers Union (13)..}..........-.-)--0e ee [eee ee 
f. United Garment Workers OF Ametice Gd)... « «5. oc )as osc cvesleeseatevethesceee 
g. International Typographical Union of America (15). 423 279 | 728 
h. International Printing Pressmen of North America 
GON oksscs cars svdinwsantacccud tn aera e re saenies 5 2 
locals locals | locals 
III. Building and Construction 
a. Bricklayers, Masons, and Plasterers’ International Union 
of America (17).. : 940 166 |1,882 
b. International Association of Bridge and Structural Iron 
I TO oo ei bie case cakinewerweewa ese ee cnet wena 399 4] 277 
c. United Brotherhood of Carpenters and Joiners (19)..... 2,004 1,966 14,439 
d. International Brotherhood of Electrical Workers (20).... 874 187 |1,014 
e. United Association of Journeymen Plumbers and Steam 
PONE Poe v isin ca wcticnpenclgde ence ou tebere sees cele 
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II 
THE SourH, Ocrossr, 1938 
GA. KY. LA. MISS. N. C. s.c. TENN. VA. TOTAL 
200 MM Tn 6.5.0 sons e ccbekdaaedte etic ee PRP ee ee 82,200 
971 939 | 535 | 625 | 677 | 516 1,195 1,419 9,496 
1,500 1,800 |1,200 | $50 |1,500 | 750 2,000 3,500 16,400 
« ors's ieee ROGERS eed 950 |...... 5,000 oa Sere ae eee 52950 
«gn eren 9 ae Seen dt ee Cee Sin RMON 2,100 
ganizing 
stage 
ere eee eee SNe 400 Lsiace.'e btm ater 400 2,900 
er Speers Mmeeer reise ee (1s wee eum e lag ee A 36 locals 
(ss See ae -| 8 contracts, | 1 contract, | 36 locals, 23 
400 workers 3.555 work- | 125 work- | contracts 
in plant ers in plant | ers in plant 
354 219 | 776 BP Beuic. ew eees 373 254 2,245 
101 550 | 722 30 270 128 2,171 
ee eee Seen (yo eR sey es ee a 100 ,000 
PT CT re mI bent, cen OE Te En 16 locals; 
4,500 mem- 
bers 
ee) eye Oc rrere | ees: ae EePegres SEAR ets ore 668 
ee eA ee ee ee en eee ee 
bel shops 
610 428 | 384 | 90 | 399 | 189 808 494 4,832 
9 4 5 2 7 2 13 9 
locals locals | locals | locals | locals | locals locals locals 
746 1,097 | 904 | 355 | 614] 318 1,036 977 9,036 
172 139 | 319 | 138 i do ee 792 196 2,453 
922 2,416 |2,520 | 803 77° | 290 2,739 1,408 20,277 
1,085 641 | 747 | 219 | 434] 172 1,265 909 71546 
302 346 | 356| $4 | 260] 83 391 282 2,996 
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TABLE II 
ALA ARK. | FLA 

IV. Transportation and Communication 

a. Brotherhood of Locomotive Firemen and Enginemen (22) 696 870 | 487 

b. Brotherhood of Railway and — Clerks aes bares eT ee are) eee 

c. Order of Railroad Telegraphers (24).. Loire a oreg 599 585 | 583 

d. Order of Railway Conductors (25).. Stevciadve nie seer 540 365 | 609 

e. Brotherhood of Railway Trainmen (26). ag eee eee oe 1,480 1,230 |, 990 

f. Amalgamated Association of Street and Electric Railway 

and Motor Coach Employees of America (27)......... 858 200 

ee Pg ne Orr er ee Crrrrreerenry mmr “ec 
V. Service 

a. American Newspaper Guild (29)...... .......2005-00000: 17 Kamien 14 

b. American Federation of Musicians (30)................. 268 200 | 996 





Ga 2 Letter from District Headquarters, August 8, 1938. Figures said to be approximate. 

(2) Letter from General Vice-President, October 13, 1938. 

(3) Letter from Secretary-Treasurer, September 9, 1938. Figures said to be approximate. 

(4) Letter from Secretary-Treasurer, August 29, 1938. Figures said to be approximate. 

(5) Letter from Secretary-Treasurer, October 10, 1938. Figures said to be approximate. 

(6) Letter from President, October 13, 1938. Figures said to be approximate. 

(7) As presented in each issue of Journal. 

(8) Steel Labor, September 23, 1938. 

(9) Letter from Corresponding Secretary, October 10, 1938. 

(10) Letter from Corresponding Secretary, October 10, 1938. 

(11) Exclusive of Hosiery Workers. a given by states in letter from Research Director but re- 
quest made that figures not be released. 

(12) Approximations of author based on census map published in the Advance, May 1938. 

(13) From official census. 

(14) From list of union label shops printed in each issue of the Journal of the Union. 

(15) From 1938 official Register. 

(16) Official Directory, 1938. Actual aeons figures withheld as matter of policy. 

(17) Letter from Secretary, August 17, 1938. 

(18) Letter from Secretary, October 12, 1938. 

(19) Letter from Secretary, October 10, 1938. 

(20) Letter from Research Department, August 23, 1938. 


Workers are now active. The latter has succeeded in obtaining 
nine closed shop contracts in Arkansas covering 2,100 workers. 
It also has locals in Roanoke, High Point, Thomasville and 
Chattanooga, but these as yet include a very small percentage of 
the furniture workers in the South. 

Between September, 1937, and September, 1938, 42 different 
unions brought complaints against Southern employers and 
Southern workers voted in 88 different elections for the selection 
of representatives. Table II sheds additional light on the extent 
of trade unionism in the South today (1938). These statistics 
certainly warrant the conclusion that unionism in the South is 
no longer an insignificant movement confined to a few centers. 
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—Concluded 
GA. KY. LA. | Miss. | N.C. | 8.C. TENN. vA. TOTAL 
770° 1,394 | 679] 372 588 | 293 1,368 1,298 8,815 
siocars' vive gies SAS ote 340 Vale Se a Mc ee PURE eb a ile'y katte SUR aes ote TE 16,000 
706 742 | 490] 514 586 | 373 626 886 6,690 
805 867 | 349 | 447 | 548 | 356 890 552 6,328 
1,750 1,220 |1,070 | 7oo |1,510 | 825 2,725 2, 465 15,965 
964 358 | 619 | 24 | 134] 45 788 265 45255 
a3 i. g0oep 9 ceca aaa gD a alee obras pi ahEs ols aye MON 6 orate wll sal tie Slee etan Rid es Aare moe arate 30,000 
| Miele errs! Pens ios peices? ot aS plane (apes acest tose 393 
353 49r | 528 | 7 | 443 | 152 547 627 4,676 





























(21) Letter from Secretary, August 17, 1938. 

(22) Letter from Secretary-Treasurer, October 13, 1938. 

(23) Actual figures given but withheld at request of union. 

(24) Letter from President, August 19, 1938. 

£32 Letter from President, October 11, 1938. 

(26) Letter from Secretary-Treasurer, October 11, 1938. 

(27) Letter from Journal editor, August 25, 1938. 

(28) Letter from Secretary of the Atlantic District Committee, October 13, 1938. Figures said to be 
approximate. 

(29) Letter from Executive Vice-President, August 17, 1938. 

(30) Letter from Secretary, September 6, 1938. 


In addition to the above, membership figures were requested from the following international unions 
which presumably have considerable membership in the South. Some of these requests were not 
answered and in some cases the officials of the union explained that releasing membership figures was 
not in accordance with union policy. The unions making this reply are: a) International Union of 
Tobacco Workers; (b) International Cigar Makers’ Union; (c) Cannery, Agricultural, Packing and 
Allied Workers; (d) American Federation of Hosiery Workers; (¢) International Hod-Carriers, Build- 
ing and Common Laborers’ Union; (f) Brotherhood of Painters, Decorators and Paper-hangers; (g) 
Brotherhood of Locomotive Engineers; (h) International Brotherhood of Teamsters, Chauffeurs, 
Stablemen and Helpers of America. 


II 


The present activity of labor in the South can only be visualized 
as part of the larger labor movement at present under way in this 
country. Strictly speaking, no labor movement, with the ex- 
ception, perhaps, of those very few trades whose product is both 
produced and sold locally, can afford to be a regional movement. 
It is beside the point, therefore, to ask whether the present union 
activity is instigated by Southerners. Modern transportation 
facilities carry the products of any community to all parts of the 
nation. That fact means that labor costs in one plant cannot be 
much greater than labor costs in another. If shirts can be manu- 
factured cheaper in North Carolina than in Pennsylvania because 
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North Carolina labor is exploited, then a Pennsylvania union of 
shirt makers must attempt to organize the South as a measure of 
self-protection. Students of labor problems know that a union, 
to be effective, must cover the entire area of competitive produc- 
tion. That is the reason for national unions. 

This is not entirely a regional problem nor are the factors 
mentioned purely Southern. Several points which certainly 
have brought considerable activity to the Southern labor move- 
ment, however, warrant special consideration. The first of these 
is the National Labor Relations Act. That law attempts to 
protect the rights of workers to self-organization and collective 
bargaining. Among its provisions is one prohibiting an em- 
ployer from interfering with the union activities of his workers. 
That section has undoubtedly been of extreme importance in the 
organizing activities in the South. Since the Supreme Court 
upheld the Labor Relations Act, employers in the South, as else- 
where, have been careful to engage in no obvious discrimination 
because of union membership. Confident of protection in the 
exercise of their rights workers can now attend labor union meet- 
ings, can wear union buttons and can otherwise make known to 
the world that they are union members without fear of discharge, 
since the National Labor Relations Board will order the rein- 
statement of workers obviously dismissed for union activity. 
The question of whether or not to join a union can now be debated 
on its merits. 

Another section of the Wagner Act condemns refusal to bargain 
collectively as an unfair labor practice. At what point an em- 
ployer refuses to bargain is not yet entirely clear, but the law 
obviously assumes that collective bargaining is the proper way 
to conduct labor relations. This was the implication drawn by 
Chief Justice Hughes in the Jones & Laughlin Case,* and that 
point has not been lost either on the Southern organizer or on the 
Southern worker. In other words, the Southern worker is being 
shown that a union is more than a temporary weapon of rebellion, 
that it is also a very normal method of carrying on simple negotia- 
tions through organization and collective bargaining. Industrial 
autocracy in the South is now being attacked, not occasionally 


8 301 U. S. 1 (1936). C.E. Hughes delivered the opinion of the court. 
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as in 1929 when the stretch-out system revolts took place, but as a 
matter of principle. 

It is, therefore, reasonable to assume that these sections of the 
Wagner Act, by stimulating organization for collective bargaining 
and by protecting the workers in their organizing campaigns, 
have brought considerable union activity to the South. Other 
factors have served as additional stimuli. 

All friends of labor have been greatly disturbed by the inter- 
factional disputes between the A. F. of L. and the C.1.0. Appar- 
ently, however, this competition has caused organizers to re- 
double their efforts and the South is a fertile field for such activity. 
In many parts of the nation unions must proselyte for members. 
In many Southern industries, however, the workers can be organ- 
ized by the first group to arrive. Thus union rivalry has brought 
organizers to some hitherto neglected Southern industries. Who, 
for instance, will organize the long unorganized furniture industry 
in Virginia, North Carolina, Tennessee and Arkansas? Will it be 
the United Brotherhood of Carpenters and Joiners of the A. F. ot 
L. or the United Furniture Workers of the C. I. 0.2 Whoever 
signs up the members, the net result will no doubt be an organized 
industry. Apparently dissatisfied with the speed or results of the 
Textile Workers’ Organizing Committee, the American Federation 
of Labor has started organizing textile workers into federal 
unions. This industry will, probably, be organized more rapidly 
because of this union competition. 

Another aspect of the “‘war’’ between the A. F. of L. and the 
C. I. O. will, no doubt, be the alacrity with which employers 
will see what a grand organization the A. F. of L. is after all. 
Employers, like most people, would ‘‘rather bear those ills we 
have than fly to others that we know not of."’ The C. I. O. is a 
comparatively unknown quantity whereas the A. F. of L. is more 
familiar and is generally regarded by employers as less obnoxious. 
Thus, even as Southern employers in 1929 prayed for deliverance 
from the communist union in Gastonia and admitted that the 
A. F. of L., the lesser of two evils, was really a good union, so 
now employers have been reported as saying that it is the C. I. O. 
which they oppose, not their suddenly recognized friend, the 
A. F. of L. It is very probable that the A. F. of L. would not be 
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so cordially welcomed if its affiliates, even under the same manage- 
ment, were the only unions to be considered. 

Recent labor history in the South has been modified by W. P. A. 
policies. This federal agency is designed to provide work for the 
indigent and, as a matter of policy, aid has not been withheld 
even though a strike caused the indigency. Since no detailed 
study of W. P. A. activities during all strikes has been made, the 
importance of this factor cannot be estimated. In so far as striking 
workers are able to obtain W. P. A. jobs, however, their with- 
holding power is increased and they are better able to enforce 
their demands against their employers. 


III 


The factors thus far discussed have certainly had their effect 
upon the Southern labor movement, but the same factors have 
affected the labor movement of the nation as well. Several con- 
siderations, however, are playing their part in the present status 
of the Southern labor unions alone. Southern workers are appar- 
ently beginning to realize that social intercourse need not neces- 
sarily follow economic cooperation with Negroes and that unions 
are interested only in equality of wages and working conditions. 
In 1936 Dr. Mitchell gave an excellent summary of this movement 
in the South.* He stressed particularly the cooperation of the 
races for economic betterment in the coal and iron industries. 
An additional encouraging sign of that same cooperation is the 
fact that in a city like Durham, N. C., leaders in textile locals 
attend inter-racial meetings along with such old-line unionists as 
building tradesmen. Each of the large tobacco plants has Negro 
locals, and the City Central Labor Union welcomes two Negro 
delegates. The Steel Workers’ Organizing Committee has gone 
still further. Approximately 50 per cent of their members are 
Negro and in all instances the Negroes meet in the same lodge 
with the whites. Negroes sit on one side of the hall while the 
whites sit on the other. Summarizing the situation Mr. Beddow 
writes: 


In the past corporations have used the negro question to keep wages ot 
white men down. This has been one of our major problems. If a con- 


* G. S. Mitchell, ‘The Negro in Southern Trade Unionism,"’ The Southern Economic Journal, 
January, 1936. 
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tract was signed making a distinction in the pay of a man because of his 
color, naturally the colored man got more of the work, the white man 
getting nothing. The next year when the contract came up again the 
same thing was gone through. Again wages were cut. We are fast 
eliminating this condition. At first it was hard to do but now the 
southern white worker sees how he has been made a play thing in the 
past and is going down the line side by side with the negro worker. He 
realizes that if they have to work side by side in the mill, there is no 
equality question if they sit separately but in the same hall.!° 


The problem of the run-away mill is an ever-present one in the 
South. Chambers of Commerce have learned no lessons from past 
experience and, in some states, are still arranging for factory space 
and tax exemption in order to lure industries to their cities. 
Industries needing such subsidies are not worth having, but the 
fact remains that local people invest in these sweatshops and 
are likely to join with the management in resisting organization. 
The company has only to threaten to move again to drive some 
local patriots to vigilante depths in their attempts to rid the city 
of ‘‘outside agitators."’ This has happened in North Carolina 
as well as in Mississippi!! and will continue to happen until 
Southern business men realize that the idea that sweatshops are 
good for a community is an economic fallacy. 

The long arm of the federal government operating through the 
Wagner Act, on the other hand, gives union organizers the same 
opportunity to present their positions in Mississippi as in Maine. 
Vigilance societies have clashed with the Labor Board and will 
do so again. More recently, the federal wage and hour law has 
provided for minimum wages and maximum hours even in those 
states having a minimum of protective labor legislation. If the 
wage and hour bill passes constitutional hurdles and the Labor 
Relations Act escapes emasculation by the next Congress, there 
will soon be little to be gained in labor costs by moving from 
Pennsylvania to North Carolina or from Alabama to Mississippi 
as a knitting mill did recently. The respite from one union 
will be brief because the formation of a new one will be a matter 
of time. 


10 Noel R. Beddow, In a letter dated October 15, 1938 in reply to an inquiry as to the policy 
of the S. W. O. C. 
11In Tupelo, Miss. and in Morehead, N. C. 
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Still another factor of importance in the current development 
of trade unionism in the South is the invasion of the quality goods 
field by Southern manufacturers. There is, in the South, a large 
surplus of unskilled labor and as long as manufacturers turned 
out an inferior grade of product, they enjoyed a well-nigh in- 
exhaustible labor supply. Under such conditions unionization 
could make scant progress.'*2 When the mills began to manu- 
facture first-class silk hosiery instead of cotton stockings, for 
example, the labor surplus diminished. A quality product re- 
quires skilled workers and such trained workers are not so 
abundant in the rural South. Technological development has 
curtailed the labor supply to such an extent that strike threats 
are no longer blank cartridges but real ammunition in labor's 
war. There is still another concomitant of this technological 
progress. The increased value of their output will enable Southern 
manufacturers to pay higher wages. In other words, unions now 
have something to bargain for and the workers can expect to 
profit by labor organization. While the extent of this shift to 
the manufacture of quality goods is not statistically certain, there 
are indications that this is the trend in the furniture and in the 
textile industries. Seventeen per cent of the nation’s hosiery 
knitting frames are already located in the South and a higher 
grade of textiles is already being produced.'* This trend will 
accelerate trade unionism both by facilitating organization 
through a curtailment of the labor supply and by increasing the 
“‘jackpot”’ to be won. 

The history of Southern trade unionism has not yet been pub- 
lished. Study of the statistics for the present, however, and 
review of various factors affecting those figures indicate that 
labor unions in the South have reached a new high within the 
past two years. If this new ground can be maintained, industrial 
autocracy and industrial paternalism will give way to true collec- 
tive bargaining in which representatives of the workers sit down 
with representative of management to attempt amicable solutions 
of the labor problems. 


12 See Schwenning, op. cit. 
13 Labor Relations Reports, Vol. 2, No. 3, March, 1938. 
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Agriculture is today America’s outstanding low wage industry. 
The more than three million workers employed on the farms of this — 
country as hired hands share none of the advantages of unionism 
and few of the safeguards thrown around industrial workers by 
social legislation. Not only have agricultural workers been 
ignored by the trade-union movement but they have been almost 
entirely exempted by the New Deal legislation in making pro- 
visions for various labor groups. The NIRA specifically excluded 
agricultural labor from its provisions; the AAA did not extend its 
benefits to farm labor; the Social Security Act makes no provision 
for this group of workers; and the Fair Labor Standards Act of 
1938 likewise does not apply to agricultural workers. Asa result, 
farm labor is conspicuous as the one group of workers afforded little 
protection by federal legislation despite its long hours, low wages, 
and a standard of living far below that of the average industrial 
worker. While there are a number of serious problems that must 
be solved before adequate relief can be given to this neglected 
class, their condition cannot long be ignored.! 

In many European countries organization among agricultural 
laborers has made considerable progress and many of their unions 
are associated through the International Landworkers’ Federation. 
In several countries the organizations are strong enough not only 
to secure agreements through collective bargaining, but to draw 
upon governmental authority to some extent for insuring observ- 
ance of agreements.* 

* This article is based on material collected in connection with a project of the Institute 
for Research in the Social Sciences, University of Virginia. 

1 For a suggested program to help our farm labor see an article by Lief Dahl in the American 
Federationist, February, 1937, Pp. 137-45- 


2 International Landworkers’ Federation (Utrecht, Holland). Bulletin, September and 
October, 1935, Nos. 2 and 3. 
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In a few of the European countries, minimum wages for agri- 
cultural workers are fixed bylaw. Since the agricultural minimum 
wage law of England and Wales, in effect since 1924, is the most 
comprehensive of its kind in Europe and perhaps in the world, 
this article will be confined to a discussion of the provisions and 
results of English legislation.* 


I 


England's first experience with the regulation of wages for agri- 
cultural labor came about as the result of the passage of the Corn 
Production Act of 1917. Prior to that time agricultural wages in 
England and Wales were, in the main, a matter for individual 
agreement between employer and worker. Agricultural workers 
generally were not organized in trade unions, although two such 
unions existed which catered to rural workers. While in a few 
counties these unions had a considerable membership, in the coun- 
try as a whole neither union could claim as members any substantial 
proportion of the agricultural workers. 

The Corn Production Act of 1917 provided for a threefold policy 
of guaranteed prices for agricultural products, wages regulation, 
and controlled production. In fixing wages, the Agricultural 
Wages Board was given the sole responsibility. To assist it in its 
work, the Agricultural Wages Board, under powers conferred upon 
it by the act, appointed District Wages Committees throughout 
England and Wales. The right of fixing minimum rates of wages 
was, however, vested solely in the board itself, the District Wage 
Committees acting in a purely advisory capacity. 

The Agricultural Wages Board sought to increase the general 
minimum rates in proportion to increases in living costs. The 
minimum rate of wages for adult male farm hands from May to 
October, 1917, was 30s per week, while the minimum hourly rate 
for adult females was 5d. By September, 1921, the minimum for 
adult men had been increased to 42s per week and that of adult 
females to 7d per hour.‘ 


* The system of wage fixing in effect in England and Wales since 1924 was extended to 
Scotland by a recent Act of Parliament. (1 Ed. W. 8 and 1 Geo. 6, chapter 3.) This legisla- 
tion was recommended by a committee of inquiry which was appointed in 1936 by the 
Secretary of State for Scotland to study wages, hours, and working conditions of farm workers. 
Ministry of Labour Gazette, August, 1937, Pp. 297- 

4 The Ministry of Labour Gazette, October, 1921, p. §22. 
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The Corn Production Act was repealed in 1921, with the result 
that the system of wage-fixing in agriculture came to an end on 
October 1, 1921. The Corn Production (Repeal) Act, however, 
empowered the Minister of Agriculture to take steps to secure the 
voluntary formation and continuance of Local Joint Conciliation 
Committees for the purpose of dealing with wages or hours or 
conditions of employment in agriculture. The Minister appointed 
63 Conciliation Committees, which accomplished little during 
their existence. Any wage rates set by them could be enforced by 
civil proceedings only, and at the instance of an aggrieved work- 
man. In actual practice very few agreements were made at all, 
and fewer still were submitted for confirmation by the Minister.5 
The voluntary system was almost a complete failure and in 1922 
there was considerable agitation in favor of either applying the 
Trade Boards system to agriculture or restoring the law which 
had been repealed.® 

In March, 1923, the National Union of Agricultural Workers re- 
quested Parliament to apply the Trade Boards Acts to agriculture, 
but the government decided that the acts as drawn could not 
properly deal with this industry. The final result was the passage 
of the Agricultural Wages (Regulation) Act of 1924.7 

The Act of 1924 combined features from both the 1917 and 1921 
laws. It was based on the compulsory principle of the 1917 
scheme, but followed the principle of the 1921 scheme in leaving 
to each locality the sole responsibility of determining the minimum 
rate for the area.® 

As provided in the act the duties of the Local Wages Committees, 
the National Wages Board, and the Minister of Agriculture and 


5 J. Hallsworth, The Legal Minimum, London, 1925, p. 14. 

® At the meeting of the Trade Union Congress in 1922 the following resolution was 
passed, *“That this Congress, viewing with concern the present position of the Agricultural 
workers, calls upon the General Council in conjunction with the executive of the Labor 
Party, to prepare a Bill for the re-establishment of a Wages Board for Agriculture, and to 
undertake immediately a campaign with the object of arousing public opinion on this im- 
portant question’’. 54th Annual Report, Trade Union Congress, 1922, p. 69. 

714 and 15 Geo. 5, Ch. 37. 

® The provision confining most of the power to local committees was the result of a 
compromise. The government wanted to give great powers to the National Agricultural 
Wages Board, but the farmers seriously objected. As a result, the powers of the National 
Board were limited to making orders so as to give statutory effect to decisions of local 
committees. 
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Fisheries are briefly as follows: The Agricultural Wages Com- 
mittees are required to fix minimum rates of wages for all workers 
in agriculture, including the fixation of overtime rates; the 
definition of employment which is to be treated as overtime em- 
ployment; the definition of benefits which may be reckoned as a 
part payment of minimum rates of wages in lieu of payments in 
cash; and the determination of exemptions from the minimum 
rates on account of physical injury or mental deficiency. The 
National Wage Board issues orders giving statutory effect to the 
decisions of Local Committees; takes charge in case of default in 
the operation of Local Wages Committees; is entrusted with the 
responsibility of seeing that the act operates everywhere; advises 
either Local Committees or the Minister on questions of labor and 
wages; and acts in an advisory capacity as a coordinating agency. °® 
The Minister of Agriculture and Fisheries is empowered to direct 
a committee to reconsider its decision; to constitute both the Wages 
Board and the Local Committees, and is also entrusted with 
the duty of enforcing compliance with the rates prescribed for 
each area. 

It is apparent from the above statement that the Local Com- 
mittees are given full powers in the matter of wage regulation. 
The act provides that, ‘In fixing minimum rates a Committee 
shall, so far as is practicable, secure for able-bodied men such 
wages as in the opinion of the Committee are adequate to promote 
efficiency and to enable a man in an ordinary case to maintain 
himself and his family in accordance with such standard of com- 
fort as may be reasonable in relation to the nature of his occu- 
pation.” 

When a committee decides to fix, cancel, or vary any minimum 
rate it is required that 14 days’ notice of the proposed change be 
given. Any objections lodged with the committee must be con- 
sidered before the rates of wages are finally fixed. The necessary 
notice of the proposed changes is given by advertisements in 


® Each of the Agricultural Wages Committees consists of an equal number of representa- 
tives of employers and workers, with two impartial members appointed by the Minister and 
a Chairman appointed by the Committee itself. The Central Agricultural Wages Board also 
consists of an equal number of representatives of employers and workers, together with 
appointed members and a Chairman named by the Minister. 
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several local newspapers and by displaying copies of the proposals 
in full in all post offices and employment exchanges in the area of 
the committee. Copies may also be obtained from the secretary 
of the committee. After this procedure has been carried out the 
committee forwards to the Agricultural Wages Board copies of the 
original resolutions, and certifies that the notice has been given in 
the local papers. The board then proceeds to issue an order giving 
effect to the new regulations and gives notice of that fact by pub- 
lishing the order in the Labour Gazette, and in local papers as in the 
case of the proposal. The order is also posted in the post offices, 
employment exchanges, and police stations in the area covered by 
the committee. 

Thedate when an order is to go intoeffect isset by the Wages Board 
when making it. The period of the duration of the order is left 
entirely with the committees. Some committees fix rates to apply 
for an indefinite period, while others fix rates varying from three 
months to one year. During the period when there was a feeling 
of uncertainty as to future economic conditions, several com- 
mittees confined the operation of their decisions to short periods, 
but more recently, there has been a tendency to issue orders cov- 
ering a longer period of time. On September 30, 1935, the orders 
in force in respect of 32 committees were to operate for 12 months, 
seven had no terminal date, and eight were operative for periods 
of less than 12 months.?° 

In practice, each committee fixes a minimum weekly rate of 
wages for all ordinary agricultural workers in its district.11 The 
minimum wage set by the committee is for a work-week of a 
certain number of hours; all work over and above the prescribed 
number of hours is considered overtime, and must be paid for at a 
higher rate.'? 

The act empowers the committees to fix minimum rates of wages 


10 Report of Proceedings under the Agricultural Wages (Regulation) Act, 1924, for the 
year ended 30 September, 1935, p. 10. 

11 “Ordinary agricultural worker’’ is used by the committees to denote adult male workers 
entitled to the normal minimum wages, that is, on the one hand, not youths or female workers 
for whom lower minimum rates are prescribed, nor on the other hand, stockmen, cowmen, 
or other workers of special classes to whom higher rates are payable. 

12 By defining the length of the work-day or work-week to which the wage fixed is appli- 
cable, the committees in effect limit working hours. 
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to apply to any special class of workers. Of the 47 Agricultural 
Wages Committees in England and Wales, in 1936, 21 had fixed 
special inclusive rates of wages for workers employed in selected 
occupations such as shepherds, plowmen, dairy workers, etc. 
Two committees also had in operation special minimum rates of 
wages for male workers in forestry which is defined in the orders as 
‘employment in connection with preparing land, planting and 
maintaining forestry areas and nursery work in connection there- 
with."’18 

The act also empowers the committees to set minimum rates of 
wages for agricultural workers employed on piece work. Section 
4 of the act entitles such workers to complain to the Wages Com- 
mittee for the area if they consider that the piece rate paid by the 
employer is less than the equivalent time rate. In deciding 
whether or not a piece rate is inadequate a committee must con- 
sider whether the rate in question is such as in the circumstances 
of the case would yield to an ordinary worker wages not less than 
the minimum rate for time work applicable in the case of that 
worker. During the operation of the act, however, very few com- 
plaints in regard to piece work have been made, and no committee 
has seen Cause to use its power to fix such minimum rates. 

In fixing minimum rates the committees are required by regula- 
tions made under the act to determine what benefits and advantages 
may be reckoned as part payment of the minimum rates of wages 
in lieu of payments in cash. In all areas the provision of cottages 
counts as part payment of wages, usually to the amount of 3s 
per week. In the majority of areas, board and lodging, milk, 
potatoes, and potato ground may be given in part payment of the 
minimum wage. Other minor benefits are provided in certain 
areas. These allowances have caused considerable confusion in 
the administration of the act, especially in fixing overtime rates 
for special groups of workers. 

Before the passage of the Agricultural Wages (Regulation) Act 
few agricultural workers in England and Wales knew what it was 
to have a holiday of any kind. Among industrial workers one- 
half day holiday each week was common, and in many instances 


13 Minister of Agriculture and Fisheries, Report of Proceedings under the Agricultural 
Wages (Regulation) Act, 1924, for the year ended 30 September, 1935, p. 13. 
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these workers enjoyed holidays on Christmas Day, Good Friday 
and other occasions. The act states in Section 2, Subsection 2, 
that ‘‘in the exercise of their powers under this subjection a Com- 
mittee shall, so far as is reasonably practicable, secure a weekly 
half-holiday for workers.”’ 

In practice, the committees have accomplished much for the 
agricultural workers in this direction. All Agricultural Wages 
Committees, except two, have endeavored to provide for a weekly 
half-holiday in the case of male workers by defining Saturday 
afternoon or one other half-day in each week as overtime. In 
areas where special weekly rates have been fixed for workers em- 
ployed in tending animals, the weekly half-day overtime provision 
is often modified in the case of such workers so as not to apply to 
time spent in care of, and attention to, animals.'* In the case of 
female workers the weekly half-holiday overtime provision has 
been applied to them by 22 of the 30 committees which have fixed 
overtime rates of any kind for such workers. 

Many of the Agricultural Wages Committees have gone farther 
than providing a half-holiday in each week for agricultural work- 
ers. By 1936, 36 committees, with the object of securing some 
observance of the most important public holidays amongst agri- 
cultural workers, had made provision that employment on certain 
of these days should be treated as overtime employment. In 
fact, two methods of dealing with this matter have been adopted 
by the several committees. Some have simply defined employment 
on the selected holidays as overtime, others have in addition based 
the weekly minimum wage on a lesser number of hours in the 
holiday weeks than in normal weeks. In either case the effect of 
the orders is to take the holiday out of the employment covered 
by the minimum weekly wage. The effect of the firstmethod is 
that overtime is not payable in respect of work done on the remain- 
ing days of the week until after the full number of hours included 
in a normal week have been worked. Under the second system the 
hours of work for which the minimum weekly wage is payable 
are specifically limited for the particular weeks concerned and 
overtime is payable not only for employment on public holidays 


4 Tbid., p. 15. 
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but also for any time worked in excess of the reduced weekly hours 
covered by the weekly minimum wage." 

Agricultural Wages Committees are empowered to grant permits 
exempting the employment of aged, disabled or infirm workers 
from the minimum wage requirements of the act. Unless a permit 
is secured for a worker, although aged or disabled, he is entitled to 
be paid at not less than the minimum rates fixed under the act and 
his employer is liable not only for the payment of arrears of wages 
below the minimum rates but also to legal proceedings under 
Section 7 of the act. In September, 1936, there were 8,978 permits 
in force, all except 10 of which had been given to male workers. 

When the minimum rate of wages has been made effective by an 
order of the Agricultural Wages Board, any person who employs 
a worker in agriculture at a lower rate is liable to a fine not ex- 
ceeding twenty pounds and to a fine not exceeding one pound for 
each day on which the offense is continued after conviction. The 
officer may also institute, on behalf of or in the name of the worker, 
civil proceedings for the recovery of wages due on account of the 
failure to pay the minimum rate. 

As has been stated previously, the Minister of Agriculture and 
Fisheries is responsible for the enforcement of all minimum rates 
once they are set by the Agricultural Wages Committees. To 
assist him in these responsibilities, the Minister has a corps of in- 
spectors whose duties are to investigate all specific complaints 
received from individual workers or their organizations and to 
Cafry out test inspections at intervals. The number of complaints 
received by the Minister steadily increased from 876 in 1925 to 
3,705 in 1936. In 1925 the number of prosecutions instituted under 
Section 7 (1) of the act numbered 17, while in 1930 they increased 
to 176, and in 1936 they were 93. Total arrears of wages recovered 
from 1925 to 1936 as the result of specific complaints amounted to 
£126,208, while during the same period those recovered as a result 
of ‘‘test’’ inspections totaled £21,429. 


16 The Holidays with Pay Act, 1938, empowers the Trade Boards and the Agricultural 
Wages Committees in England and Wales and in Scotland to provide for holidays with pay 
for the workers for whom they prescribe minimum wages. The Ministry of Labour Gazette, 
August, 1938, p. 298. 

16 Minister of Agriculture and Fisheries, Report of Proceedings under the Agricultural 
Wages (Regulation), Act, 1924, 30th September, 1936, p. 7. 
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II 


The Agricultural Minimum Wage Law of England and Wales 
has been in operation for a period of fourteen years. Judging 
from the information obtainable from the authorities who enforce 
the provisions of the law, considerable difficulties have been ex- 
perienced in carrying out the orders of the committees. It is true 
that the present act came into being at a time when the conditions 
in the agricultural industry in England and Wales, as throughout 
the world, were in a very unsatisfactory state. The depression in 
agriculture from the beginning of the present act to 1933 made en- 
forcement of the law very difficult and produced results quite 
different from those which would have ensued in more prosperous 
times. It may be said, however, that at no time during this diffi- 
cult period did the system break down nor has it been necessary to 
bring into operation the default provisions embodied in the act. 
The Agricultural Wages Committees functioned at all times and 
the Minister made earnest efforts to enforce the provisions of the 
act. 

The farmers have found it very difficult to meet the requirements 
of the law. While most of the better class of employers admit that 
the minimum rates fixed by the committees have not been too high 
in consideration of the character of the work performed, almost 
all employers have felt that if the government regulates wages, it 
should also take steps to enable the industry to pay such wages. 

The organized agricultural workers have felt that the committees 
have not raised wages as rapidly as was at first expected. After 
the minimum rates were set in 1924, the average minimum wage 
for ordinary adult male workers remained at 31s 8d per week until 
June, 1931. Although wage rates had been protected by being 
pegged at a minimum below which they could not go, the long 
period of stability at that point gave the workers the impression 
that little or nothing was being done by the committees to better 
their condition. 

This feeling on the part of the workers was increased when in 
June, 1931, many committees lowered the minimum wage for 
ordinary workers to 30s 63d, while other committees accomplished 
the same results by increasing the number of hours in the work 
week. These changes were necessitated by the serious condition 
of the agricultural industry from 1931-33. After 1933, an im- 
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provement began and by March, 1937, the average minimum wage 
had been increased to 32s 7d, the highest point since the act came 
into operation. In almost all cases where hours had been in- 
creased, they have been restored to the pre-1931 level, and in a few 
cases the number of hours has been reduced below that specified 
before 1931. These actions of the committees have restored a 
measure of confidence in the act on the part of the workers. 

Quite naturally the law was held responsible for the agricultural 
difficulties in England and Wales during the first ten years of its 
operation. It is doubtless true that the arable land farmer whose 
labor bill is relatively higher and whose produce fell most in value, 
was adversely affected by the regulations of the act. It is also true 
that, due to the fall in prices, the farmer was compelled to sell more 
produce from his farm to be able to pay his workers the same cash 
wage as he had paid before the law went into effect. It is hardly 
fair, however, to say that the law was responsible for the agri- 
cultural depression since the same conditions obtained in most of 
the major agricultural countries of the world.” 

There is no doubt that the regulation of wages has had con- 
siderable influence upon employment in agriculture. The Minister 
of Agriculture and Fisheries has reported that wage control has had 
the effect of accentuating the difference between the ‘one-man busi- 
ness’ having no weekly pay-day and the larger farm which cannot 
be operated without paid labor. The small farmer who carries on 
the work with the help of his family is not affected by the wages 
in his district except to the extent that he employs seasonal or 
casual labor. In recent years small farmers have tended to in- 
crease the hours of work performed by themselves and their fam- 
ilies to reduce the necessity of parting with cash for wages. It 
is also said that such jobs, for example, as hedging, ditching, etc., 
which, although necessary over a series of years, are not imme- 
diately productive, are left over on account of the cost under pres- 
ent conditions. 

Accordiag to figures given by the Minister of Agriculture, the 
total number of male workers in agriculture in England and Wales 


17 See, “‘A Review of Wage Regulation in England and Wales’’, Report of Proceedings 
under the Agricultural Wages (Regulation) Act, 1924, for the two years ending 30th Sep- 
tember, 1930, pp. 18-34. 
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fell between 1921 and 1930 in the case of regular workers from 
612,072 to 564,512 and in that of casuals from 131,253 to 80,241, 
a total decline of nearly100,o0omen. It is impossible to determine, 
however, what proportion of this reduction has been due to wage 
regulation. 

While it cannot be asserted that the regulation of wages in 
agriculture in England and Wales has been an unqualified success, 
it may be said that considering the conditions prevailing in agri- 
culture during the period the law has accomplished much good. 
In a recent report, the Minister. of Agriculture summarized the 
results as follows: ‘‘1. Increased receipts by agricultural workers; 
2. heavier labor costs to farmers which, while they have been off- 
set to some extent by reductions in staffs, have accentuated the 
depression brought about by the heavy fall in prices realizable for 
agricultural produce; 3. less secure employment for workers in 
arable districts during the winter months; 4. improved labor 
organization and management on a number of farms previously 
conducted in a haphazard manner, and 5. labor disputes, strikes 
and lockouts have been avoided. Apart, however, from these 
material results, wage regulation in agriculture has been asso- 
ciated with an indirect or psychological change to which many 
persons familiar with the conditions in the countryside attach 
great importance. The relationship between employer and worker 
has altered and is still altering. The old relationship which ex- 
isted up to 20 or less years ago varied greatly from farm to farm. 
A good employer treated his worker as an old and trusted friend. 
On the other hand, a bad employer treated his employees as little 
more than serfs. In neither case were the hours of employment 
numbered or discussed. These conditions are gradually being 
altered and new conditions more comparable with those obtaining 
in the industrial world are taking their place. It would not be 
true to say that this change is due solely to wage regulation, al- 
though it has contributed to the result.’’!8 


Ill 
The question as to the feasibility of applying such a system of 
agricultural wage regulation in America is certainly a debatable 


18 Ibid., pp. 33-34- 
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one. The precarious condition of our farming industry, the in- 
crease of farm tenancy, and the low income levels of the vast 
majority of our farmers afford good argument that such a plan 
could not be applied in this country. Furthermore, in the case of 
many American farm products, there is a surplus which must be 
exported to other countries. This situation makes it difficult if 
not impossible for our government to exercise any control over the 
prices of agricultural products. As a result, any legislation that 
tends to increase the cost of producing these products will fall 
upon the farmers and will worsen their condition. 

In England the situation is quite different since she must import 
large quantities of most agricultural products. Under such condi- 
tions the government can increase costs and then increase prices 
to cover these costs so long as such articles are imported and pro- 
tected by import duties. 

On the other hand, Dahl" argues in favor of wages and hours 
regulation for agricultural workers in America. He states that 
not more than 20 per cent of our farmers employ farm labor for 
more than several weeks during the entire year. He further 
states that ‘‘a relatively small proportion of the total operating 
costs of our farming industry is wages for farm labor. And this 
small proportion is carried by less than one-fifth of the farmers— 
the employer-farmers.’’ He goes on to say that in the case of farm 
foreclosures and bankruptcies in the past ten years it has been the 
family-sized farm which operates without farm labor that has 
suffered most. The employer-farmers have made a good record. 

Dahl also states that low prices for farm products contribute 
substantially to this hardship among the majority of farmers. 
‘Two principal causes bring low farm prices: (a) inadequate pur- 
chasing power by the nation’s wage earners, including three mil- 
lion agricultural workers, and (b) lower production costs on large 
farms, thus creating a competitive advantage on the farm market, 
made possible by low wages to agricultural labor.’’ This situa- 
tion leads him to conclude that improved wage and working 
conditions for agricultural labor will improve rather than aggra- 
vate the conditions of the non-employer farmers who constitute 
a majority. 


19 Op. cit., p. 144. 
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With the progress being made from year to year in the various 
fields of learning, it is worth while occasionally to take account 
of such progress, to note new developments and new relationships, 
and to re-examine old relationships and interpretations. This is 
especially worth while with respect to scientific management, 
for it is quite possible that due to recent developments in this 
field opinions formed when the movement was in its infancy may 
be found now in need of some modification or possibly change 
of emphasis. A survey of the general literature of economics 
shows that students of economics fail to appreciate properly the 
contribution of scientific management to economics and to inter- 
pret accurately the significance of the more recent thought in this 
field. Accordingly, it is appropriate to interpret, or re-interpret, 
modern scientific management in the light of economic doctrine, 
and in this way to clarify the relationship of scientific manage- 
ment to production economics. 


I 


The term ‘“‘scientific management,’’ though familiar to everyone, 
is often differently interpreted by different students, some of 
whose interpretations vary so greatly that any reconciliation is 
practically impossible. In order to encompass as many as possible 
of the various interpretations a rather broad view of the subject 
must be taken, a view that attempts to include within its scope 
all the more important of the various features and characteristics 
of the movement. This is the view, it is believed, that is held 
by the majority of those who profess to be its adherents or ex- 
ponents today. These regard scientific management as a unified 
system of thought embodying certain general principles and char- 
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acterized in practice usually by certain features and methods of 
procedure. They regard it not therefore as a single theory or 
doctrine, nor as a collection of disassociated practices and mech- 
anisms. The fundamentals of this system were first enunciated 
by Frederick W. Taylor and his associates. They have been 
complemented and clarified, however, by many others during the 
past twenty-four years since Taylor’s death. Scientific manage- 
ment today is therefore something more than the system founded 
by Taylor and his contemporaries, and it is the more recent thought 
that is of particular interest at this time. 

The plan of procedure in this paper consists in examining 
several of the fundamental features of scientific management. 
Those selected for examination will include only those which 
have been the subject of disagreement and apparent misunder- 
standing. Other aspects, therefore, must be either passed over 
briefly or omitted entirely from discussion. Accordingly, the 
subject is here presented under two main aspects, namely, (1) the 
material, mechanical or engineering aspect and, (2) the human or 
personnel aspect. 

The material or mechanical aspects of scientific management, 
though sometimes misunderstood in the beginning of the move- 
ment, have now become widely accepted throughout industry. 
Technical research, a fundamental feature of scientific management, 
is today accepted in principle and appreciated by all but the most 
backward in industry. Standardization, another feature, has be- 
come characteristic of American industry in general. Likewise, 
production planning, production control, cost accounting, and 
other features are accepted without challenge and successfully 
employed by the more progressive managers everywhere. These 
features and others have become part of established procedure 
in many phases of industrial activity, and by many managers who 
neither know of their origin nor profess a knowledge of scientific 
management. 


Il 


The human or personnel aspects of scientific management have, 
on the contrary, been subject to considerable disagreement on the 
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part of the exponents of the system themselves, and to criticism 
by outsiders. With respect to this aspect several features have in 
one way or another been most often misunderstood. It is an 
explanation and interpretation of these features that constitutes 
the main problem at hand. 

In regard to this aspect the first essential point that may need 
clarification is the relationship of scientific management to in- 
dustrial psychology. These are sometimes regarded as two 
entirely distinct fields, the principles and practices of which are 
even in Opposition to one another. This, however, was not true 
in the beginning and should not be so regarded now. Taylor 
gave as his second principle of scientific management, the scientific 
selection, training, education, and development of the workmen.! 
The contribution of scientific management to industrial psychology 
is duly recognized by Miinsterberg,? one of the founders of in- 
dustrial psychology; and Viteles, another leader in industrial 
psychology, pays tribute to Taylor’s work in this field.* In- 
dustrial psychology and personnel administration are essential 
parts or branches of the broad field of scientific management, a 
relationship which should not be obscured by specialized work 
in each of the various branches of study. 

Perhaps the most fundamental feature of the personnel aspect of 
scientific management is that known as time and motion study, 
or more broadly, as job analysis. This feature represents an 
application of scientific research to human work. It has been 
singled out as a distinguishing feature of scientific management by 
Hoxie,‘ and by others who have made a thorough analysis of the 
system. Moreover, it received particular emphasis by Taylor 
himself.’ This feature deserves therefore particular emphasis and 
study. Accordingly, time and motion study may be examined 
for present purposes with respect to three of its essential phases, 
namely, motion study, fatigue study, and time study. 


1F. W. Taylor, The Principles of Scientific Management, pp. 36, 130. 

? Hugo Miinsterberg, Psychology and Industrial Efficiency, pp. 50, 159. 
3 Morris S. Viteles, The Science of Work, pp. 49-50. 

4R. F. Hoxie, Scientific Management and Labor, p. 54. 

5 F. W. Taylor, Shop Management, p. 148. 
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Ill 


Motion study as developed by Frank B. Gilbreth is concerned 
mainly with the elementary motions or movements of the hands 
or other parts of the human body, made in the process of ac- 
complishing work. It views manual labor in terms of motions, 
and it attempts to determine the best way to accomplish a task 
by making motions as few, as easy, and as fast as possible. It 
may be recalled in this connection that John Stuart Mill viewed 
the whole productive process as a matter of motion, or movement, 
as he expressed it. He says: 


If we examine any other case of what is called the action of man upon 
nature, we shall find in like manner that the powers of nature, or in other 
words, the properties of matter, do all the work when once objects are 
put in the right position. This one operation of putting things into 
fit places for being acted upon by their own internal forces and by those 
residing in other natural objects is all that man does, or can do, with 
matter. He only moves one thing to or from another.® 


It is likewise a common practice in industry today to regard the 
whole production process as a successive movement of materials 
from their original source in mine or field, until placed finally as 
finished product in the hands of the ultimate consumer. 

Taylor, Gilbreth, and others engaged in motion study have 
broken down this process of movement into its most elementary 
steps, analyzing every movement of material, tool or worker, and 
every factor affecting the work process. By analyzing every 
motion performed in doing manual work and studying these 
motions in minute detail they have developed a science of human 
motions and thus of manual labor. Moreover, they have at- 
tempted to standardize the best movements and motions and the 
conditions affecting their performance so as to coérdinate and 
synchronize every aspect of production. Motion study is, there- 
fore, a study of man’s individual motions in the process of his 
moving ‘‘one thing to or from another’’ as the production process 
is conceived of by Mill. 

The chief criticism of motion study has been concerned with its 


6 John Stuart Mill, Principles of Political Economy, p. 24. 
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attempt to standardize human motions.’ It is argued that since 
individuals differ so widely in physical and temperamental ability, 
an enforced standardization of their motions, regardless of their 
individual differences, is unscientific and to a large extent in- 
humane. There is much truth in this criticism as far as it goes. 
A further fact, however, must also be taken into consideration. 
This is that individuals are not only different but that they are 
also largely alike, and that they are, after all, more alike for 
purposes of industrial labor than different. This is especially true 
when the workers who are to perform the standard motions have 
been in the first place carefully selected, and in the second place 
adequately instructed and trained in the exact motions or type of 
motions they are to perform. Workers thus unsuited to perform 
the standardized motions are definitely eliminated in the beginning 
and therefore reserved for employments in which they may hope 
for greater ultimate success. 

The main purpose of the standardization of motions is to pro- 
vide a definite and known way of doing a task in order that the 
beginner or the poor worker may be trained to perform his work 
with efficiency and facility. Its purpose is thus not to molest 
workers who have already become proficient in their tasks, but 
to train new workers better and more quickly, to improve poor 
techniques and to bring sub-standard workers up to standard. 
Good workers are encouraged in every way possible to improvise, 
to develop still better techniques and thereby help in establishing 
new and better standards. The procedure here is identical with 
that in the training of artists and athletes. Beginners are usually 
put through certain standard drills and practices in order to 
develop the particular faculties needed. The more advanced 
students or the accomplished players are, on the contrary, en- 
couraged to develop and perfect their techniques in line with 
their respective individualities and peculiar abilities. The object 
of standardization is merely good practice or possibly best practice 
so far as such practice is definitely known and understood. 

In criticism of the standardization of motions, reference is 
commonly made to ‘‘the difficulty of forcing standard motions 


™See E. Farmer, Reports of the Industrial Fatigue Research Board, No. 14, Time and Motion 
Study, p. 13. 
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upon the workers.’ This statement is in part true and in part 
false. It can be said with assurance that labor objects to being 
forced to do anything. But, so does everyone. The use of force 
by the exercise of executive authority was the primitive way of 
introducing changes in methods of work or other conditions 
affecting the workers. Scientific management, however, intro- 
duced a somewhat different way of exercising executive authority. 
Under functional foremanship the foremen are not given full 
authority over individual workmen for any purpose; rather they 
are given authority over specific functions. These foremen in 
order to get their functions performed properly are required to 
instruct their workmen in proper methods, to teach them by 
example and demonstration. This type of organization has been 
properly called ‘“‘instructional organization’’ because of the 
emphasis upon instruction and showing how rather than upon 
the giving of orders. The authority to force a worker by dis- 
charge or other penalty is reserved for the higher executive officers 
only, working with or through trained personnel officers and shop 
committees for the study of each case. This is merely a recog- 
nition that a person may be ordered what to do, but that he 
cannot properly be ordered how to proceed. Methods of pro- 
cedure must be taught, they cannot be forced with impunity even 
upon subordinates. 

The statement, quite often made, that laborers object to a 
standardization of their motions in accomplishing their tasks is 
largely false, although some students who have interviewed 
workers concerning their attitude toward standardized motions 
have reported labor’s opposition. The great majority of those 
engaged in introducing standard motions—the product of scientific 
motion study—do not report this opposition. Except for the 
inherent tendency in human nature to resist change of well- 
established habits and customs workers are usually found to be 
keenly interested in learning and practicing the new motions and 
motion cycles. Once the superiority of a method is established 
workers are quick to see its advantages, and to master the new 
technique and make it their own. What labor has opposed that 
has led many students astray is not standardized motions per se, 
but the accompaniments or consequences of standard motions as 
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they are usually introduced. This is most often an increase in 
required output without a corresponding increase in wages. 
Labor would naturally resent this practice and in self defense 
attempt to discredit the whole scheme. A careful analysis of 
cases of labor disputes and strikes will rarely disclose a serious 
opposition to standard motions if questions of quantity and price 
are satisfactorily settled. Many students praise the individualism 
and the artistry of the old handicraftsman, yet in the regulations 
and rules of the craft guilds others find the very origin and proto- 
type of modern standardization. * 


IV 


Critics have also attacked time and motion study because of its 
supposed failure to give proper consideration to fatigue. This 
criticism is no doubt legitimate with respect to many of the 
persons who are applying time and motion study in industry. 
It is, however, unfounded with respect to the leaders in this work 
and to the true principles and purposes of scientific management. 
In fact Gilbreth, in actual practice, considered the study and the 
elimination of fatigue an integral part of his motion study.® 
He was a leader in fatigue study and he contributed one of the 
first books on this subject.'° It is probably that, because he did 
not devote much space to the problem of fatigue in his work on 
motion study, preferring to treat this subject in a separate volume, 
his contribution in this field has been so often overlooked. The 
study and the reduction of fatigue was an important purpose of 
motion study as conducted by the founders of scientific manage- 
ment, and the fact that some of the followers have not held to this 
purpose should not be allowed to mar the whole movement. 

Criticisms of the treatment of fatigue in scientific management 
are sometimes faulty in another respect. That is, they seem to 
overlook the fact that fatigue is one of the component elements in 
all human labor, indeed, in the work of most of us a necessary 
evil. It is one of the factors that distinguishes work from play, 
and though it may be greatly reduced in severity and be counter- 

8 John Gaillard, Industrial Standardization Its Principles and Application, pp. 8-10. 


9 See Frank B. Gilbreth and L. M. Gilbreth, Applied Motion Study. 
10 See Frank B. Gilbreth and L. M. Gilbreth, Fatigue Study. 
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acted by interest and other devices, it is hardly conceivable that 
fatigue can ever be or should be eliminated to the extent that some 
Critics seem to presume. Normal fatigue, moreover, is in many 
cases exhilaratory and as a rule functionally desirable for proper 
mental and physical health. 

Fatigue as a factor of disutility and of cost has been by no means 
overlooked by either economists or progressive business managers. 
As noted by Jevons, for example: ‘‘Experience shows that as 
labour is prolonged the effort becomes as a general rule more and 
more painful. A few hours’ work per day may be considered 
agreeable rather than otherwise; but so soon as the overflowing 
energy of the body is drained off, it becomes irksome to remain 
at work. As exhaustion approaches, continued effort becomes 
more and more intolerable.’’"! Thus, according to Jevons, labor 
is the product of the laborer’s time on the job and the fatigue 
resulting from his efforts. Therefore, if time and other factors 
such as security, esteem, interest, etc., be held constant, the dis- 
utility of labor to the laborer should be to some degree pro- 
portional to the fatigue produced. Hence, the supply curve of an 
individual laborer is, other factors remaining constant, his fatigue 
curve negatively expressed. Accordingly, an employer in pur- 
chasing a man’s labor should expect to pay partially in proportion 
to the fatigue produced by the required work. 

The truth of this theory is recognized in industry today. Evi- 
dence is abundant to show that it pays to reduce fatigue. As is 
well known fatigue is a prevalent cause of carelessness, inaccuracy, 
errors and accidents. The fact that a shorter work day in many 
cases is not followed by a reduction in daily output of labor is 
strong evidence that fatigue and not time may be the controlling 
factor. Moreover, by reducing the fatigue element in certain 
work this work can often be performed by women and others less 
able to endure fatigue, thus enlarging the potential supply of 
workers for this type of work. Finally, fatigue even though 
borne by the worker may often result in illness or premature 
inability to do work, causing thereby the loss of his earning power 
to himself and to society. Scientific management recognizes 


11 W. Stanley Jevons, The Theory of Political Economy, (4th. ed.), p. 171. 
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fatigue as a factor of real cost in production and it continues to 
seek the means of its alleviation and elimination in every way 
possible. That management which fails to consider fatigue is, 
therefore, certainly not truly scientific. 


V 


Time study, another phase of this work, has also been the 
subject of severe criticism. The criticism here centers upon the 
tendency to speed up the worker.'* In fact, according to some 
critics, scientific management is regarded primarily as only a 
speeding-up device. Although many such criticisms greatly exag- 
gerate this feature, it cannot be denied that speed is a factor 
receiving full consideration and emphasis in scientific manage- 
ment. The main object of the emphasis upon speed, however, 
may have been overlooked. The object of speed in industrial 
work is not so much that of squeezing more work out of the 
individual workers as it is to save time in production. This 
emphasis upon speed is by no means confined to scientific manage- 
ment, it is largely characteristic of modern American industry and 
of American life in general. Speed like standardization has be- 
come largely accepted as a matter of course among industrial 
workers of all ranks, the chief criticisms of both come mainly 
today from those who do not comprehend their significance in 
modern production nor the methods of ameliorating their effects 
upon the workers. 

The importance of time as a factor in production is recognized 
not only in scientific management but in economic literature as 
well. According to Frederick List, for example: ‘“The well- 
known fact, that among manufacturers time has an incomparably 
greater value than among farmers, testifies to a higher estimation 
of labor. The degree of the civilization of a people and the 
estimate they fix upon labor cannot be better measured than by 
the value they set upon time.’’"'* To realize the importance of 
time in production it is necessary only to note the great and 
increasing use of capital goods in production and to recall that 
the current costs of the use of such goods are largely overhead 


12 See E. Farmer, op. cét., p. 15. 
18 Frederick List, National System of Political Economy (Tr. by G. A. Matile), p. 287. 














520 E. H. ANDERSON 


costs, or costs which run in proportion to time. It is thus natural 
that Taylor and his followers should have emphasized speed or 
time saving in their system. This is why, as they argued, a 
laborer who produces twice the quantity of output in the same 
time as another is more than twice as profitable in industry. 
The faster worker, other things being equal, makes his tools and 
equipment produce more and increases the turnover of materials 
in process, without in either case increasing proportionately the 
cost of production. The purpose of time study is thus to econo- 
mize in the use of time; and in pursuance of such a purpose, it is 
not to be doubted that the workers have been sometimes taxed 
beyond the limits of physical and mental well-being. However, 
if management is to be considered truly scientific from the social 
as well as the business point of view it must employ motion and 
fatigue study as complementary to the study of speed. One 
phase of this work cannot be properly completed without the 
other and yet stay within the correct principles and practices of 
scientific management. 

Time and motion study, or job analysis, attempts in general, 
therefore, to analyze the factors that enter into the process of 
production. It considers the same factors that are considered in 
economics, it considers them only more minutely and in more 
detail. It attempts by thus analyzing production into its basic 
elements to reconstruct the process of production along more 
efficient and more scientific lines. Its problem is therefore the 
old economic problem of division of labor, and its corollary, the 
combination of labor, which have been studied since the days of 
Adam Smith and John Stuart Mill. To the general problem of 
division of labor, scientific management through time and motion 
study applies, however, a more intensive study than conducted 
by the economists. Instead of a study of broad or general prin- 
ciples, scientific management attempts to find out how labor may 
be divided and recombined in each particular instance. Instead 
of being concerned particularly with the general laws of varying 
returns or proportionality, it strives to determine exact propor- 
tions and optimum proportions for each specific case. Whereas 
the science of economics deals with the laws of production as 
they may be conceived and applied universally or to entire in- 
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dustries, regions, or nations, scientific management aims to apply 
them within the confines of a single plant or shop and through 
time and motion study to a single individual. The relationship 
of time and motion study to economics is therefore mainly the 
relationship of microcosm to macrocosm. 


VI 


Another phase of scientific management that has been the 
subject of much discussion and of much difference of opinion is 
the question of wages and wage payments. There was a definite 
lack of agreement between Taylor and many of his associates 
concerning this question and the issue still exists today. Many 
of the earlier as well as the more recent exponents of scientific 
management have developed wage payment plans or systems of 
their own. Taylor likewise developed and advocated his par- 
ticular plan; nevertheless, he did not include any specific plan or 
system when he came to state the principles of his science. 

There are, however, two views of the wage problem that may be 
considered as characteristic of scientific management. These are 
the insistence upon high wages and upon incentive wages. High 
wages are advocated because a high relative wage not only gives 
the employer a better selection of workers, but because it enables 
him to retain his most efficient and loyal workers and thus enjoy 
a low labor turnover and a minimum of industrial strife. A high 
real wage, furthermore, permits the worker to maintain himself 
in a high degree of physical and intellectual fitness. An incentive 
wage is advocated in order to induce each individual worker to 
strive for greater proficiency and success in his required activities, 
whether this means greater daily output or greater dependability 
in time of emergency. Beyond these rather general wage policies, 
however, little unanimity of opinion has existed. 

Taylor's whole emphasis, it will be remembered, was upon 
determining the content of a job, that is, the amount of work a 
workman could do—not the amount of the wage. His main 
problem from the beginning of his researches was to measure in 
terms of both effort required and of results produced the content 
of the particular job. He hoped to define the various jobs in 
industry so that standards of method, time, output, and sur- 
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rounding conditions could be definitely established. He thought 
that the scientific determination of a proper day’s work was 
antecedent to all attempts to arrive at a proper wage. With 
respect to the determination of a wage Taylor went only so far as 
to say that each worker should be paid in proportion to his 
individual contribution to production. He sought to measure 
the relative productivity of one worker in comparison with 
another, and to proportion their individual wages accordingly. 
He never sought, on the other hand, to determine the proportion 
of total income that should go to labor as a whole, to any class 
or group of laborers, or to a single worker.’ He never enter- 
tained any hope of ascertaining by means of the techniques of 
scientific management the relative proportions of industrial in- 
come that should go to labor nor to any other factor of production. 
This is a problem of economic distribution and far beyond the 
scope of scientific management. 


Vil 


A final question that has been the cause of much difference of 
opinion among the exponents of scientific management is the 
question of labor unions and organized labor. Scientific manage- 
ment has usually gone on record as being diametrically opposed 
to labor unions and to labor unionism in general. It is also true 
that Taylor and many of his followers were openly hostile to 
labor unions in practice. However, there is evidence that a 
contrary view was also widely held. Many of Taylor’s associates 
openly defended unionism. Mr. Felix Frankfurter and Mr. 
Robert G. Valentine, both friends of Taylor, took him particularly 
to task for his views.'* Moreover, on one occasion Taylor had 
this to say: “‘You realize, of course, that I am not opposed to 
labor unions. Their proper field as they now exist is, I feel, 
outside of scientific management... . I can conceive of a union 
that would be most helpful to scientific management, but I have 
not yet seen this union.’’!* 

Taylor’s reason for opposing labor unions was stated quite 


M4 Frank Barkley Copley, Frederick W. Taylor, Father of Scientific Management, Vol. Il, p. 412. 
15 Tbid., pp. 419-420. 
16 Tbid., pp. 413-4. 
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clearly upon several occasions.17 He found that the unions of 
his day advocated in general the policy of restriction of output. 
This is the economic policy of lessening the supply in order to 
raise prices. Here it must be recalled and emphasized that any 
policy that advocates a restriction of or a withholding of pro- 
duction was contrary to all that Taylor taught and to the basic 
philosophy of his system. Seeking maximum production and 
the minimum of waste he naturally opposed any policy of restric- 
tion or limitation for the purpose of raising prices. It is because 
labor unions adhered to this philosophy that he never saw the 
union that he thought would be helpful to scientific management. 

Although Taylor took this position with regard to labor unions 
as they were then constituted, he ardently sought the cooperation 
of labor in production. He enunciated as the fourth principle 
of scientific management, intimate and friendly cooperation 
between the management and the workmen.'* Both Taylor and 
his associates were keenly interested in the welfare and the pros- 
perity of their workers. They thought, in fact, that employers 
should do for labor all in their power to do concerning their 
work, their work conditions and their general welfare. Their 
chief error was probably in allowing for too little initiative on 
the part of labor, that is, leaving them too little to do. This 
error has, however, been to some extent corrected by many, 
especially of the more recent exponents of the movement, who 
welcome labor unions and seek their initiative and their coopera- 
tion in the managerial problems of production.'® It should be 
said in conclusion, nevertheless, that the whole question of the 
utility and the function of labor unions is still a controversial 
question in the literature on this subject. 

The essential reason why scientific management does not take a 
definite position on the questions of wages and unions is apparent 
when its proper nature is understood. Scientific management 
has properly to do with production, and it lies entirely within 
this field as it is distinguished in economics. To the extent that 

17 [bid., pp. 407 ff. 

18 F, W. Taylor, The Principles of Scientific Management, ibid. 


19 Ordway Tead and Henry C. Metcalf, Personnel Administration, p. 386 ff. See also E. H. 
Anderson and G. T. Schwenning, The Science of Production Organization, pp. 231-243. 
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production can be divorced from distribution in economics, 
scientific management can be said to have no concern with ques- 
tions of the latter. Its connections with distribution and its 
contribution to this field are only repercussions from its concern 
with problems of production. Its bitterest criticisms, perhaps, 
have arisen because of these very repercussions, for many of its 
exponents have sought to ally scientific management with one 
side or the other of such questions as wages, profits, unions, 
capitalism, etc. It is because scientific management in principle 
is not concerned directly or teleologically with such questions 
that these exponents have been involved in disagreement among 
themselves and subjected to criticism by the economists. In 
order to establish scientific management as a system of thought 
in which there is a degree of unanimity of opinion among its 
various adherents it is necessary therefore that it be confined 
essentially to the province of production. 


Vill 


Having interpreted scientific management as belonging properly 
in the field of production, it is next necessary to interpret pro- 
duction. The term “‘production,’’ as is well known, has more 
than one meaning. Alfred Marshall, among others, interprets 
production to mean the creation of utilities, or concretely, as the 
creation of useful goods and services.2° Davenport, on the other 
hand, gives to production a different meaning. He says: ‘‘Eco- 
nomic production is the bringing about of changes appropriate 
to command a price; it is the response to price-paying disposition. 
Anything that meets this test is economic production. And 
nothing else is.’’*! Thus, according to Davenport, production 
is the creation not of utilities but of values. Production in this 
sense has been distinguished sometimes as acquisition and at 
other times as business or business economics. This double 
meaning of production has led to no end of confusion in the fields 
of both scientific management and economics. 

Scientific management is concerned in production not in the 


20 Alfred Marshall, Principles of Economics (Vol. I, 2d. ed.), p. 114. 
*1 Herbert J. Davenport, The Economics of Enterprise, p. 121. 
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acquisitive or business sense but in the sense as defined by Marshall, 
namely, as the creation of useful goods and services. This activity 
is distinguished by John R. Commons as engineering economics. 
He explains this distinction as follows: 


The classical economists took scarcity and property for granted. 
Nobody would be foolish enough to produce anything in excess of what 
was wanted at profitable prices. Consequently the term ‘‘production”’ 
had the antithetic meaning of production and withholding production. 
This confused the two ways of making a profit—the efficiency profits, 
obtained by reducing the man-hour input relative to output, and the 
scarcity profits, obtained by increasing income relative to outgo. And 
the further confusion resulted of production of goods, or wealth, with 
““production”’ of value, or assets. It is on account of this double meaning 
of production that we distinguish the terms ‘‘engineering economics”’ 
and ‘‘business economics.’’ Engineering economy increases output 
regardless of its money value on the markets. Business economy re- 
stricts and regulates the quantity produced in order to maintain or aug- 
ment its money value. The confusion of the two started from the double 
meaning of wealth as materials and ownership.” 


The distinction between the two concepts of production, and 
the association of scientific management with the one and not 
the other, is all important for a proper comprehension and ap- 
preciation of the fundamentals of the system. Scientific manage- 
ment, and indeed all management, has been too often allied with 
money making, profit seeking, and acquisition; whereas its proper 
concern is not with such activities. Its subservience to profit 
seeking and business is due entirely to the economic system under 
which it originated and under which it has had to operate. 
Under capitalism it must serve capital, and in serving capital it 
must produce dividends because it is the dividend seekers who 
are in control of industry. Were labor in control of the pro- 
duction system, it would be compelled to serve labor and thus 
produce wages. In having for its goal the creation of useful 
goods and services, however, scientific management seeks to serve 
neither capital nor labor as such, but the consumer of these goods 


22 John R. Commons, Institutional Economics, Its Place in Political Economy, p. 286. 
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and services. Its object is not scarcity but plenty, not high prices 
but low prices. It is in thus serving the consumer that it offers 
its benefits to all of society. 

The economic philosophy of scientific management is therefore 
nothing new in economic theory nor is it difficult to comprehend. 
It is simply maximum production at minimum real cost. The 
technique of scientific management is the technique of efficient, 
economic production in terms of net utility. A full acceptance 
of this economic doctrine, that production is carried on primarily 
for the benefit of the consumer, is the mental revolution that 
Taylor sought to bring about in the thinking of both capital 
and labor. 
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Ground Under Our Feet, An Autobiography. By Richard T. Ely. 
New York: Macmillan Company, 1938. Pp. xii, 330. $3.00. 
In Ground Under Our Feet a great story of a truly great man is 

told with charming simplicity. Yet, like other works from his 

pen, underneath this surface simplicity, there is depth, philosophy, 
and abundant food for thought. 

He describes his early life as that of a ‘‘Connecticut Yankee’’ 
in a home characterized by rugged honesty, serious purpose, and 
a Puritanic religion. While ‘‘Feeling for the Ground”’ he pictures 
vividly his student days at Dartmouth (where he was suspended), 
at Columbia where he wins an European fellowship, and at 
Heidelberg with his master teacher Karl Knies. 

‘Finding the Ground’’ deals with his early years as a crusader. 
Through his contacts with Bishop Vincent, Phillips Brooks and 
others he attempts to bring a “‘social gospel’’ to the churches. 
At Johns Hopkins he implants his ideas in the minds of his gradu- 
ate students, Albert Shaw, John Finley, and Woodrow Wilson. 
At Wisconsin he continues to sow the seed and reaps a bountiful 
harvest. 

Dispersed through the story are some choice portrayals of 
character and personalities. His characterization of Calvin 
Coolidge is a gem. Almost equally good are those of Wilson and 
‘““Teddy’’ Roosevelt. One tense moment in his life vividly set 
forth is that of his trial in Madison for radicalism and heresy. 
Glowing tribute is paid to his graduate students for their gallant 
defense and yeoman service rendered at this crucial hour. 

In this autobiography of Dr. Ely, we find, perhaps, the secret 
of his marvelous success as a teacher. It is well known that for 
many years there went forth from Dr. Ely and the Department of 
Economics at Wisconsin a continuous stream of young economists 
who became famous in their field—men like Allyn A. Young and 
Bullock of Harvard, T. S. Adams of Yale, and David Kinley at 
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Illinois. Working with him at Wisconsin were his one-time 
students, John R. Commons, W. A. Scott, and E. A. Ross. What 
was there in his personality and instruction which drew to him 
such talented young men and then equipped them for outstanding 
service? 

Dr. Ely refers to himself as a ‘born rebel.’’ It was therefore 
a fortunate coincidence which placed him at Heidelberg in the 
classroom of Karl Knies, who, together with Roscher and Hilde- 
brand, comprise the Great Triumvirate which founded the his- 
torical school. Before the rise of the historical school it will be 
recalled that the dominant economics of the nineteenth century 
had been classical political economy. Begun as a protest against 
mercantilism it had stressed the efficacy of laissez faire. Featuring 
Ricardo’s law of diminishing returns and the Malthusian theory 
of population, economics had been dubbed the ‘‘dismal science.”’ 
Stressing the efficacy of the automatic forces to create balance 
between production and consumption, classical economics tended 
to arrive at a fatalistic philosophy of determinism. Wages were 
governed by an iron law or the size of the wage-fund. Rent was 
established by conditions beyond the control of men. Profits 
tended to decline as civilization advanced. 

Into this atmosphere of pessimism the historical economists 
stepped with their basic slogan ‘‘look and see.’’ Perhaps wages 
can be higher if laborers organize and bargin collectively than 
if they bargain individually. In the field of international trade 
they were not sure that free trade was wise, semper et ubique. 
Look and see! Free trade may be wise for mature countries and 
developed industries, while tariffs may be wise for young nations 
and infant industries. Competition may be best in some fields 
and monopoly best in others. Economic principles are not 
absolute but relative to time, place and circumstance. They must 
be modified in the light of historical evolution. 

Such were the ideas which the young Ely imbibed while study- 
ing with Knies at Heidelberg, and such were the ideas which he 
sought to impart to his students at Johns Hopkins and Wisconsin. 
They were the ideas which he sought to build into the foundation 
of the American Economic Association. Gone was the dismal 
science, economic determinism and a fatalistic philosophy. Man 
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can hustle history, accelerate progress, and make life happier and 
more secure if he will ‘‘look and see’’ and do the right thing 
at the right time. 

Thus the students who came under the influence and teaching 
of Dr. Ely found themselves in a dynamic, challenging and in- 
spiring atmosphere. Now, at the age of 84 we have his auto- 
biography, from the pages of which one may still catch something 
of his contagious enthusiasm and hopeful optimism. 

Louisiana State University H. L. McCracken 


France Faces Depopulation. By Joseph J. Spengler. Durham, N.C.: 

Duke University Press, 1938. Pp. xi, 313. $3.00. 

Long before refined demographic analysis made it evident that 
most countries of Western Europe would within a few decades 
arrive at the stage of stationary or declining population, the 
population of France had already ceased to show significant 
increase. Not without reason have French students of population 
been worrying for 50 years over this fact. And now, faced with 
what appears to be an inevitable decline, perhaps to the extent of 
one-fourth, in French numbers within the next 50 years, the worry 
will be continued and intensified, despite the fact that the popula- 
tions of France’s main economic and military competitors will 
probably decline in comparable degree. Let it be said at once 
that the French ‘‘repopulationists’’ will get cold comfort from 
Spengler’s book, for his analysis—even if we make allowance for 
possible miscalculations—leads ruthlessly to the conclusion that 
France can stem the tide of declining numbers only by a radical 
transformation of her economy and her whole culture-complex, 
including the family. 

Spengler analyzes French population movements and policies 
with an objectivity that one rarely meets with, and in the nature 
of the case should not expect to meet with, in the writings of 
Frenchmen, who are so close to the conflicting values involved 
that they have difficulty in attaining the detachment and perspec- 
tive essential to disinterested scientific analysis. Furthermore 
Spengler is not only one of the leading American students of 
population and vital statistics, but also a trained economist— 
and one well-read in the other social sciences. He has something 
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of a flair for pushing his thought beyond and below the super- 
ficialities and intricacies of instrumental technicalities into the 
realm of the broader significances, for social economy, of changing 
economic configurations, institutions, and policies. He is there- 
fore a rara avis among the flock of present-day specialists in 
analytical demography, in that when it comes to the economic 
aspects of population he knows what he is talking about. Sad to 
remark, he is one of only a handful of economists—at least in 
America—who still retain a real interest in population problems. 
The result is that he has written a monograph which, both in its 
factual coverage and in its insight, is unique. 

Whether or not, as one commentator has averred, Spengler’s 
book surpasses in scope and completeness any other demographic 
work in the English language, it is without doubt the best treat- 
ment of French population, both in factual coverage and in 
analytical interpretation, in any language, and far and away a 
more scholarly and thorough study than has appeared in France 
itself since Levasseur’s monumental La population francaise (1889- 
1892). Spengler’s book should be translated into French at an 
early date. 

The first four chapters deal with the historical aspects of French 
population movements—total population from 1700, regional 
variations in population movement, natural increase, 1650-1935, 
and differential fertility and natality. Two chapters are devoted 
to depopulationist fears and ‘‘repopulationism,’’ and another long 
chapter to the explanations which have been advanced by French 
writers to account for the decline in natality. Two chapters 
follow on colonial theory and policy and immigration policy, 
and a chapter on measures which have been taken—without 
appreciable result, except in the reduction of infant mortality— 
to promote natural increase. The final chapter, as already 
noted, gives the author’s analysis and interpretation of the whole 
problem. 

The basis of the interpretation is economic, specifically the 
theory of ideal economic equilibrium and the idea of optimum 
population, though there is some excursion into social philosophy. 
Despite the mature and prolonged thought which has obviously 
gone into the making of this chapter, it will to some readers be 




















BOOK REVIEWS 531 


the least satisfactory part of the book. For it is theoretical 
analysis, and economic theory is always liberally interlarded 
with “‘ifs’’ and alternative assumptions. Moreover Spengler’s 
exposition of the theory of the relation between population and 
resources—with the cultural pattern thrown in for good measure— 
is needlessly detailed and involved. It is difficult reading, not 
because it is abstract, for it is not, but because the attempt to 
cover every possible consideration and to attain a precision of 
statement which will preclude misinterpretation plays hob with 
the author’s style. 

At certain points, too, his theoretical interpretation is open to 
question. For example he holds, apropos population distribution, 
that where per-worker productivity is higher in some regions 
than in others, ‘‘over-all per capita and per worker output may 
be increased through the migration of workers and population 
from low-income to high-income areas,’’ or in other words that 
“interregional migration will add to over-all per capita output 
so long as regional marginal productivity levels differ’’ (p. 259). 
From the standpoint of formal equilibrium theory this is correct, 
but it is much too simple.!_ Unless the population of the bounti- 
fully endowed region is small enough still to be working resources 
in the stage of increasing returns, a large immigration from a poor 
region may mean an intolerable reduction in per capita output, 
which is equivalent to the per capita standard of living. Unless 
there are regions underpopulated in the sense that the labor 
supply is inadequate to work resources at maximum per capita 
output, the remedy for the overpopulated regions is not emigration 
but birth control. 

The section on ‘*‘Per Capita Welfare’’ should either have been 
greatly expanded or omitted. Preferably omitted, for the popula- 
tion expert, especially in a monograph of this kind, is not called 
upon to go into a field so heavily sown with subjective and 
‘‘cultural’’ values and to such small degree amenable to scientific 
treatment. 

If Spengler is somewhat too ready to make immediate and 

11t is true, even formally, however, only of per worker output. If there are in the two 


regions significant differences in the ratio of working population to total population, it may 
not be true. 
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direct application of the theory of general economic equilibrium— 
which, despite of or because of all the ingenuity being expended 
on it by the mathematical economists, must remain a wholly 
idealistic and formalistic conceptualism, he on the other hand, 
in discussing the influence of culture complex and cultural changes 
on population movements, manifests a questionable willingness 
to take writers like O. Spengler (Decline of the West), Sorokin, 
and—he might have included—Corrado Gini, seriously. He sees 
that the theory of these writers of an inevitable youth and senility 
of cultures is open to criticism, but why waste time on speculation 
of this sort? In the end, J. Spengler’s thought as to the relation 
between culture and human fertility is strongly reminiscent of 
Spencer’s theory of ‘‘individuation and genesis,’’ with the im- 
portant difference that Spencer thought that the complexity of 
modern life was inimical to high fecundity, while Spengler has 
in mind fertility and makes the relation between culture and 
fertility essentially one of opportunity cost. So, in effect, his 
analysis merely brings us back to the old alternative ‘‘bicycles 
versus babies,’’ or in terms of more current interest, babies versus 
autos and radios. 

Because of the modern multiplicity of cultural stimuli and wants, 
not ignoring the fact that women, outside the fascist countries, 
are now of the modern world as well as in it, Spengler sees no 
likelihood of restoring fertility, even to the point capable of 
maintaining a stationary population, under the family system 
as we know it. He suggests that pressure to modify the 
present-day family will develop. ‘There is even some prob- 
ability that efforts to adapt the family to the task of replacing the 
population may result in the transfer of an increasing proportion 
of this task to specialists responsible for the bearing and/or 
rearing of children,’’—a proposal (as to the rearing of children) 
made 40 years ago by Charlotte Perkins Stetson in her Women 
and Economics. Perhaps; but why bother, since Spengler is con- 
vinced, as anyone not impressed with the quality of a civilization 
in which a people can survive only by breeding cannon fodder 
must be, that France would be better off with a population smaller 
than she now has. 

These remarks do something less than justice to this last, 
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analytical chapter. In spite of some defects and considerable 
room for difference of emphasis and inference, it is an analysis 
which breaks new ground and is everywhere stimulating to further 
thought. 

In general let it be said that Spengler has done a difficult job in 
this book and has done it definitively. It will not soon have 
to be done again. 

Ohio State University A. B. Wore 


Research Memorandum on Population Redistribution Within the United 
States. By Rupert B. Vance. New York: Social Science Re- 
search Council, Bulletin 42, 1938. Pp. xi, 134. $1.00. 

Research Memorandum on Migration Differentials. By Dorothy 
Swaine Thomas. New York: Social Science Research Council, 
Bulletin 43, 1938. Pp. xii, 423. $2.00. 

Labor in the United States. By W. S. Woytinsky. New York: 
Committee on Social Security, Social Science Research Council, 
1938. Pp. xxii, 333. $3.50. 

Prior to the early 1930's American students of demography con- 
cerned themselves chiefly with quantitative aspects of population 
growth, with the immediate determinants (i.e., natural increase, 
net migration) of population growth, with its socio-economic 
implications, and with certain problems in the field of eugenics. 
Little attention was devoted to internal migration or to problems 
therewith associated. In recent years the early neglect of internal 
migration has been repaired, in part because immigration has 
ceased to be a problem, and in part because experience during the 
depression has made evident the social and economic implications 
of internal migration. In consequence, a number of studies, most 
of them quite circumscribed, have been made of internal migration. 
The Social Science Research Council, which has been responsible 
for some of these, has made possible the studies of Drs. Thomas 
and Vance, here under review. 

Professor Vance's little monograph is clearly formulated and 
lucidly written, as are all the works that have come from his pen. 
Commissioned to give coherence to what is, and what may be, 
known concerning population redistribution, a field opened up by 
Goodrich’s Migration and Economic Opportunity, Vance has sum- 
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marized accepted interpretations of population redistribution, 
indicated the materials whereon these interpretations rest, pointed 
out gaps in the data now available, and projected lines along 
which further research ought to proceed. One chapter is devoted 
to general considerations pertaining to the study of population 
redistribution, and one to the nature and effects of internal migra- 
tion; two chapters deal with contrasting areas of economic 
opportunity, and with the pattern of change in what constitutes 
economic opportunity. With respect to population redistribution 
Vance lays down 21 propositions, often with corollaries, and 
raises 70 questions, to which properly conceived research may 
give an answer. 

Dr. Thomas's study, which includes contributions by five 
associates, deals with migration differentials, or migration selec- 
tivity,—that is, with the environmental and non-environmental 
factors which operate at the time of migration, in the process of 
migrating, or in the course of the migrant’s becoming assimilated 
to a new environment, to differentiate migrants from non-migrants. 
Among the elements which receive special attention are the 
situational factors in the community of origin and the community 
of destination, the direction and distance of migration, factors 
facilitating or impeding migration, the demographic (i.e., age, 
sex, nativity, marital and family status) and other (e.g., in- 
telligence, education, psychophysical status, occupation, person- 
ality and behavior patterns) qualities of the migrants, and the 
changes which accompany resettlement and assimilation. Sepa- 
rate chapters are devoted to age, sex, family status, physical 
health, mental health, intelligence, occupation, motivation and 
assimilation. Methodology and gaps in the data are discussed. 
There is extensive reference to English, Swedish, Dutch, and 
German studies. 

Seven appendices and an index are included. Rudolf Heberle has 
contributed an appendix on German approaches to internal migra- 
tion, and another on the German literature, consisting largely of 
summaries of most of the 72 studies listed. Drs. Thomas and 
Isbell contribute summaries of 119 American and English con- 
tributions to the study of internal migration. 
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Both this study and that by Dr. Vance deserve the careful 
attention of students of population. Both should give fruitful 
focus to the study of migration. Dr. Vance’s monograph also 
contains much material of interest to students of labor problems, 
social legislation, and ‘‘applied’’ economics and sociology. 

Dr. Woytinsky’s work, a compact summary of data ‘‘basic for 
social security,’’ should prove very useful to demographers, 
economists, and those interested in the social security program. 
Its contents can but be suggested. Book One, based on retabula- 
tions of occupational statistics in the 1930 Census of Population, 
deals with the ‘‘supply of labor."’ One chapter is devoted to 
problems of occupational classification, and four to the distribution 
of the American working population by industry and by class of 
work, sex, race, and age; two chapters deal with the median age 
of gainful workers, by class of work, with the expected period of 
work and employment in insured industries, with the future 
changes in the working population, and with the probable number 
and distribution of persons who will be registered for old age 
insurance in coming decades; two chapters deal with typical 
shifts of workers from one class of work to another, including 
those from insured to non-insured occupations. 

Book Two is based on statistics of employment extracted from 
the Censuses of Agriculture, Mines, Manufacturing, Construction, 
Distribution, Business, etc.; it is concerned in general with what 
the author calls the ‘‘demand for labor’. Two chapters are 
devoted to an analysis of the comparability of occupational 
statistics extracted from these special censuses and those extracted 
from the Census of Population. One chapter deals with the dis- 
tribution of employment by size of establishment, and one with 
the distribution of employers and employes in insured and un- 
insured industries. 

Woytinsky’s study is rich in tabular and graphic materials. It 
is indexed. Chapter summaries make its use easy. It is to be 
hoped that, should a similar study be based upon the returns of 
the census of 1940, the contents will be arranged on a state and 
regional basis as well as on a national basis when feasible. 

Duke University J. J. SpENGLER 
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Comparative Economic Systems. By William N. Loucks and J. 
Weldon Hoot. New York: Harper & Brothers, 1938. Pp. xiii, 
838. $3.50. 

In an age when strange new economic and political doctrines 
spring up almost over night and with uncanny speed send millions 
of fanatical devotees marching through the streets, it ill behooves 
our colleges and universities to allow their students to escape 
into this strange new world without some understanding of the 
climate they will there encounter. 

There was a time, not so many years ago either, when it was 
almost worth a professor's job to give a course in the title of 
which the word “‘socialism’’ occurred. Socialism was considered 
a sort of intellectual disease against which all youthful minds 
should be carefully shielded. Today, however, matters are dif- 
ferent. Socialism is not the only intellectual disorder at large in 
the world. There is Italian fascism, there is German Naziism, 
there is the peculiar Russian brand of communism. All of them 
differ from and are fundamentally hostile to classically-conceived 
capitalism. These new ideologies, however, have now come to 
dominate such a large part of the world that the most hidebound 
reactionary can no longer suppose for a moment that ignorance of 
them can be considered a protection against them. Only under- 
standing can be such a protection. ; 

In filling this need for understanding, the authors of Comparative 
Economic Systems have rendered a signal service. Not only do 
they give an admirable analysis and critique of the various ‘isms 
at large in the world today, but they also go to considerable pains 
to develop the historical, biographical, and philosophical roots 
of these movements. The whole job is done with an excellent 
sense of organization and in a style which is always bright and 
interesting, though never flippant or journalistic. 

The first chapter, entitled ‘‘A Preface to Economic Contro- 
versy,’’ is especially noteworthy. It would be difficult to find 
anywhere a clearer or more succinct statement of the theoretical 
presuppositions of that order of society which we rather loosely 
call ‘‘capitalism."’ But in spite of the formal excellence of this 
chapter, a query may be raised as to its relevance. The authors 
tell us that the purpose of this chapter is to provide the student 
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with frames of reference by which he may estimate the relative 
success or failure of various economic systems, their desirability 
or their undesirability. 

In so far, however, as these systems have non-economic ends in 
view, the economic frame of reference is an empty frame,—a frame 
with no picture in it. If a nation chooses to set for itself the task 
of achieving homogeneity on a basis, say, of blondness; and if it 
actually succeeds in doing so, should it be rated a success because 
it has achieved what it set out to do, or should it be rated a 
failure because it falls short of doing something that it did not 
intend to do? And how could one say anything about the de- 
sirability of such an end? It would all depend on one’s own 
predilections for or prejudices against blondness. We escape from 
this dilemma, of course, by making the unconscious assumption 
that these queer notions of blondness, and race, and all the phantas- 
magoria of a resuscitated Roman Empire are just stage scenery 
but that the plot of the drama is still economic. It is difficult 
for us to avoid making this obeisance before the economic inter- 
pretation of history even though we do it unconsciously. But man 
is more than a ‘“‘homogeneous globule of desire suspended within 
a parallelogram of economic forces’’ and the economic inter- 
pretation of history is already dated. It is the reviewer's guess, 
therefore, that we shall need more than an economic frame of 
reference by which to orient ourselves with respect to these new 
systems, and that they will have ultimately to be judged on other 
than economic grounds. 

Alabama Polytechnic Institute Earre LeRoy Rauser 


Capitalism in Crisis. By James Harvey Rogers. New Haven: 

Yale University Press, 1938. Pp. x, 210. $2.50. 

This is another popular diagnosis of the ills of our economic 
system and a rather vague prescription for the cure. In it “‘every 
attempt has been made to eliminate complicated technicalities 
and fine theoretical points’’ and ‘‘detailed scientific accuracy has 
frequently been sacrificed for analogies.’’ The thesis is that unless 
our economic system can be made to function more effectively, 
democracy is doomed and we will inevitably drift toward fascism, 
wherein, at the time ‘‘when the government and its policies 
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affect the people more than ever before, the selection of the personnel 
of the government passes largely out of their hands.”’ 

The troubles of our system are six: (2) the inflexibility of 
prices; (2) failure of investment to coincide with saving; G) 
government fiscal policies which do not sufficiently offset the 
instability of business; (4) unjustified fear of inflation; (5) un- 
reasonable attitudes which prevent cooperation between govern- 
ment and business; and (6) a growing state autarchy which 
obstructs trade. In one chapter the author turns dramatist to 
present the fear of inflation in the form of a comedy, while in 
another he operates a clipping service to present at considerable 
length the violent and unreasonable opinions which representatives 
of government and business express when they make moral issues 
out of economic problems. 

The remedies which the author presents are: (1) ‘‘a reasonable 
degree of prosperity must return and must be continued over a 
period of years’’; (2) in order to maintain that prosperity business 
must spend or distribute its earnings promptly; (3) if investment 
fails to equal savings, government spending must make up the 
difference; (4) government budgets must be balanced only over 
long periods; (5) internal autarchy must be eliminated; (6) 
‘Cooperation among business, government, and labor must some- 
how be established’’; and (7) ‘“‘certain elemental needs of the 


underprivileged classes must be met... promptly by govern- 
mental action.” 
University of Virginia B. U. RatcHrorp 


Social Philosophies in Conflict. By Joseph A. Leighton. New 

York: Appleton-Century Co., 1937. Pp. xxii, 546. $4.00. 

In this book Professor Leighton has presented the ripened views 
of an enlightened student of human values and social forces. He 
depicts the crux of western civilization as this: ‘‘How, in the 
face of an increasing concentration of economic control, can 
economic Justice for the common man be secured without the 
sacrifice of civil and spiritual liberties."’ The function of existing 


institutions is to promote ‘‘human values’’—the realization of the 
good life. In so far as they fall short of this goal it should be 
the primary function of men to make the necessary adjustments 














BOOK REVIEWS 539 


within the institutional framework. This process of adjustment 
involves spiritual progress so that the future of civilization de- 
pends upon ‘‘a sufficient number of socially enlightened leaders 
finding a sufficient number of intelligent followers to bring to pass 
a genuinely socialized and humane order at home and to practice 
the same principles in international relations.’’ Fascism and 
National Socialism represent not only ‘‘the last desperate stand of 
individualistic capitalism’’ but also an intolerable cramping of 
the human spirit. Communism represents an attempt to secure 
a cooperative economic society, but it too has failed to provide 
adequate freedom of thought and action. The way out for 
democracy is the further development of social controls. 

Past civilizations have gone to pieces on selfish factionalism and 
rugged individualism. Therefore, ‘‘Until we are ready to rec- 
ognize equality of rights and duties inhering in basic equality 
of human nature, the outlook remains dark and ominous for 
civilization. . 

The author believes that the new horizon, the new frontier, is 
a spiritual, a cultural frontier. Effective pioneering on this new 
frontier requires ‘‘faith in the possibility of the fuller realization 
of the spiritual values, of contemplative wisdom, the friendship 
of minds equal in their common striving for the more wisely 
ordered life, of the enjoyment of beauty, wisdom and love—on this 
faith alone can we build a more human civilization. . .”’ 

It is in this implied modus operandi for progress that Professor 
Leighton’s thought is perhaps the most significant, for it represents 
the antithesis of the belief that economic systems are improved 
only through a process of class conflict, dominance and liquidation. 
Since human societies, especially in the present age, must be 
highly cooperative, it is true that conflict must be minimized, if 
not eliminated, and resolved through the operation of spiritual 
forces which emphasize the requisites of human nature. Except 
in extremely mild forms all sorts of conflict are probably more 
destructive than constructive in the social organism. 

This reviewer is, however, unable to agree with the thesis 
which Professor Leighton apparently accepts that in the present 
totalitarian societies the individuals exist to serve the state, while 
in democracies the state exists to serve individuals. Democracy 
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is not dependent upon the existence of particular political forms 
of organization. All states are simply dominant forms of social 
organization and as such reflect the prevailing spiritual forces. 
While the spiritual quality of some of the totalitarian societies 
may be properly questioned, the undesirable elements in them 
should not blind us to their use of spiritual as well as physical 
forces in achieving essential social integration and cooperation. 

The book suffers greatly from a lack of organization and hence 
from unnecessary repetition, and will therefore prove difficult 
for the general reader. 

University of North Carolina J. G. Evans 


Industrial Reconstruction and the Control of Competition. By Arthur F. 
Lucas. London: Longmans, Green & Co., 1937. Pp. xi, 
384. $5.75. 

The decline of competition, the end of laissez faire, the rise of 
monopoly, and the vogue of administered price are developments 
characteristic of our phase of the capitalistic era. Perhaps they 
are indicative of an advanced maturity of our social economy. 
Their theoretical implications are being explored by the students 
of imperfect or monopolistic competition, of oligopoly and 
oligopsony. Their growth and spread is recorded in innumerable 
studies of the cartel, of the modern corporation, of rationalization, 
of social planning, of controlled and totalitarian economies, of 
Kriegswirtschaft, and similar aspects of current economic reality. 

In this world-wide movement away from free competition 
England, which gave birth to both the industrial revolution and 
to classical economics, occupies a unique position. An analysis, 
therefore, of the ways in which British mining, industry, agri- 
culture, and finance are meeting the exigencies of this new era and 
are reacting to these new forces is of especial importance. 

The book under review serves as an excellent introduction to 
this vital chapter of current history. It combines in judicious 
fashion description and appraisal. The study is divided into 
three major sections. The first consisting of three chapters 
analyses the British control movement as a whole, and pictures a 
background of legal, social, and economic developments. The 
circumstances which led to the abandonment of the competitive 
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ideal and started the movement toward control are reviewed. The 
scope of this movement is indicated and the peculiar forms which 
it is assuming in Great Britain as well as its implications for 
public policy are outlined. Throughout this first part the author 
wisely confines himself to objective exposition and analysis, 
carefully abstaining from subjective appraisal and the advocacy 
of his own schemes. 

This introductory section is followed by seven chapters dealing 
with the history up to about 1936 of the pertinent developments 
in such staple industries as coal mining, iron and steel making, 
shipbuilding, flour milling, the manufacture of cotton textiles, the 
chemical industry, and agriculture. This part, however, is much 
more than a mere history, catalogued by industries. The ex- 
amples are chosen with a view to bring out functional differenti- 
ations as well. Moreover, the author clearly reveals the inevitable 
interrelation between the type of industrial organization and the 
degree of public control required. In general, industrial organi- 
zation is divided into three major types: a loose-knit type of the 
trade association variety; a highly compact type represented by 
the combine, and an intermediary type identified with, or re- 
sembling, the cartel. That in significant instances the findings of 
the author have been superseded by new developments cannot be 
surprising to anybody familiar with the alarming speed with 
which industrial history is being made in our restless age, and 
with which the relationships of the individual to the group and of 
private enterprise to state action are being reshaped. 

The remaining five chapters are devoted to a critical analysis of 
the underlying issues of public policy and control and to an 
appraisal of the success with which these issues have been met. 
The appraisal proceeds along four distinct lines indicated by 
separate chapters: the determination of prices, the regulation of 
output, the maintenance of industrial efficiency, and economic and 
legal safeguards. 

The author is fully aware of the extreme difficulty which faces 
the student attempting to appraise current developments in 
general, and in a country like England in particular. For is not 
England the land of the unwritten constitution, of ‘‘muddling 
through,’’ the land where the essence often changes behind an 
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unalterable veneer of form? Nevertheless, the author does venture 
to express the general opinion that while the negative phase of 
the evolution marked by a rapid and progressive removal of the 
safeguards of free competition has advanced rapidly and widely, 
its positive side, i.e., the development of social control measures 
has been neglected. Under the circumstances it appears to the 
author that the consumer is left dangerously exposed to serious 
abuses of inadequately controlled monopolies or quasi-monopolies. 
That recent events in the realm of international politics are bound 
to affect this social lag and will go far to influence the future 
course of British social policy appears inevitable. 
University of North Carolina Erich W. ZIMMERMANN 


Price Control in Fascist Italy. By Henry S. Miller. New York: 

Columbia University Press, 1938. Pp. 146. $2.00. 

Although government price fixing is of considerable importance 
in the totalitarian states, very little information concerning the 
operation of these controls has been printed in English. Dr. 
Miller’s study, therefore, fills a gap and furnishes much valuable 
data not previously available for Italy. 

Price fixing on a moderate scale was undertaken during the 
early years of fascism in Italy, but it was not until 12 years after 
the ‘‘March on Rome’”’ that comprehensive measures for govern- 
ment price fixing were carried out. From June 16, 1934 to October 
16, 1935, ‘a loose local control with no central supervision except 
the orders of the Secretary of the Fascist Party’’ prevailed. On 
the latter date, a Permanent Price Committee was established 
and ‘‘gave Italy its first central control over prices under Fascism.”’ 
This control was instituted while the Ethiopian War was being 
waged and hence followed the practice of most nations in times 
of war. With the conclusion of hostilities, however, the control 
was extended until today a comprehensive system of price fixing 
is in operation. The entire volume, except for the first chapter, 
deals with the controls set up since 1935. A chapter is also de- 
voted to the available statistics of Italian prices. The statistics 
presented are admitted to be inadequate and in some instances to 
have ‘‘grave weaknesses."’ They are concerned mainly with 


broad composite averages which give little indication of how 
price fixing has actually worked out. 
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While a broad picture is given of price fixing in Italy, little 
detailed analysis is made of the various devices and there is almost 
a complete absence of critical appraisal. A lack of familiarity 
with the experiments in other countries and the literature on the 
subject is indicated in the following statement: ““The attack was 
centered on retail prices which meant that retailers had to work 
on smaller margins. This is the method pursued in almost all 
government price fixing’ (p. 23). The opposite statement would 
be more nearly the truth since, with minor exceptions, (in the 
fascist countries and in times of war) governments have been 
concerned with agricultural and raw material prices rather than 
retail prices. 

An undue emphasis is given to the purported relationship 
between changes in the gold value of the currency and internal 
prices (pp. 40, 42, 62, 110-11, 135). Thus Dr. Miller attributes 
the failure of prices to advance ‘‘the possible theoretical rise of 
52%’ to be expected from the devaluation, in a large measure to 
the efficacy of price control. No evidence is given that internal 
prices should have made such a response to devaluation. The 
events of the last few years in many countries have indicated that 
no close relationship between internal prices and exchange de- 
preciation is to be expected in a short period of time unless imports 
account for a relatively high proportion of the total domestic 
activity and even then no corresponding adjustment will neces- 
sarily take place. Such developments, however, are ignored 
by Dr. Miller. 

Another illustration of assumption which appears to have little 
factual basis is found in the author’s statement that ‘‘Economic 
conditions in France and Italy during these times (1935-38) are 
fairly comparable. Although France has tried price control of a 
sort during this period, the effectiveness of control in Italy’s 
closed economy appears to be much greater than that of France's 
liberal economy.’’ No evidence is presented of a comparability 
in the economic conditions of the two countries (a very ques- 
tionable analogy at the best). Furthermore direct price control 
played a relatively unimportant rdle in France during that period. 
The prevalence of many similar statements concerning other con- 
ditions which could have been easily ascertained tends to cast a 
shadow on the reliability of other parts of the author's description. 
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Thus while new light has been shed upon price fixing in Italy, 
there is much reason to question the adequacy of the picture 
presented in this volume. The study would also have proved 
more valuable had Dr. Miller given a more detailed analysis of 
particular commodities so that the technique and consequences 
of control would have been clearer. 

New York University Jutes BackMAN 


The Theory of Prices. Vol.1. By Arthur W. Marget. New York: 
Prentice-Hall, 1938. Pp. xxv, 624. $6.00 trade, $4.50 school. 
As a sub-title, the author calls his work *‘A Re-Examination of 

the Central Problems of Monetary Theory."’ In carrying forward 
this study, Dr. Marget has done an exhaustive piece of research. 
Thanks to his classical training and background, he is able to 
examine original sources, whether they be in Italian, French, 
German, Swedish, or Dutch. Excerpts from these many sources 
in foreign languages have been translated and are carried as liberal 
footnotes in fine print on the lower part of the page. Thus, we 
have before us the main trend of thought by the author, ac- 
companied by a ‘‘source-book of raw materials’’ for those who 
wish to go with him the ‘‘second mile.”’ 

So far as School or fundamental theory is concerned, Dr. Marget 
boldly proclaims himself as a ‘‘Quantity Theorist’’ as set forth 
by Fisher's Equation, if and when properly stated and explained. 
His own position led him into very direct conflict with much ot 
the monetary theory as presented by J. M. Keynes in his two 
volume Treatise on Money and his later work, The General Theory of 
Employment, Interest and Money. As the author loves a combat 
and is fascinated by argumentation and debate, the style is of a 
highly polemic nature, with most of his thrusts directed at Mr. 
Keynes. As an apology for this, Dr. Marget says in the preface 
‘those of us who disagree most categorically with Mr. Keynes, 
and insist upon subjecting his contentions to a severely critical 
examination, pay him the clearest of compliments as a creator of 
the kind of intellectual ferment out of which it is hoped truth 
will ultimately rise.”’ 

From the above comment, it must not be inferred that the 
argument of the book is carried on on the plane of argumentum 
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ad hominem or ipse dixit. Dr. Marget is an indefatigable student 
and researcher. He attacks Mr. Keynes’ ideas with the tools of 
scholarship. Where Keynes uses mathematical formulae, Dr. 
Marget meets him on his own ground with rugged mathematical 
analysis. Where others have contributed relevant ideas or evi- 
dence, that is introduced and proper citation tendered. 

If any criticism of the book is justified, it is that it is too critical, 
and too concerned with an exposition of the many errors which he 
believes to have been sponsored by Mr. Keynes. However, there 
is a second volume to follow, which doubtless will be more 
positive and constructive. The volume here reviewed, in tone, 
isnotunlike the highly critical work of Bohm-Bawerk on Capital and 
Interest. Should Dr. Marget follow with a second volume on the 
theory of prices, comparable to B6hm-Bawerk’s Positive Theory 
his reputation in the field of money and prices will be quite secure. 

Louisiana State University H. L. McCracken 


International Trade and Finance. By John Parke Young. New 

York: Ronald Press Co., 1938. Pp. 526. $4.00. 

As the title of this work suggests, the author makes a very 
broad sweep of the many problems to be found in the fields of 
foreign trade and international finance. There are 31 chapters 
dealing with about as many different problems gleaned from a 
large number of related fields. There are chapters on the history 
of commerce, the theory of foreign trade, foreign exchange, inter- 
national finance procedure, money markets, gold and international 
prices, tariff problems and tariff history, reparations and war debts, 
ocean shipping, and the American merchant marine. The chap- 
ters devoted to problems of international finance introduce much 
current material relating to problems such as exchange control, 
capital flights, and the Tripartite Agreement, but the treatment 
of these problems is sketchy. The book is more of the nature of 
a compendium than the average textbook, and as such it has all 
the virtues and vices that are associated with compendia. It is 
entirely extensive in its treatment, and lacks the incisive analysis 
that is to be found in other texts on foreign trade and international 
finance of a more limited scope. If one wished to make a survey 
of the whole field of international trade and finance, this work 
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would very adequately serve the purpose. It is well written, has 
a satisfactory arrangement of the chapters, and is equipped with 
an extensive bibliography. 

For intensive work in the fields of foreign trade and inter- 
national finance, one would have to turn to more specialized texts, 
since this treatise covers such a large variety of topics. For 
example, the chapter which discusses the reparations and war 
debt problems in 12 pages would prove to be of little value except 
perhaps for introductory purposes. Many other chapters have 
the same sketchy treatment. For other than orientation purposes 
the book would hardly suffice, but as survey material it is a com- 
prehensive piece of work. 

University of Maryland Auitan G. Grucuy 


The Federal Reserve Bank of Boston. By JosephH. Taggart. Boston: 

Bankers Publishing Co., 1938. Pp. xii, 283. $5.00. 

This title is one in the series of analyses of the several Federal 
Reserve banks projected by the Department of Economics at 
Columbia University. In common with some of the studies 
already published, the analysis of the Federal Reserve Bank of 
Boston proceeds from a survey of the financial and economic 
structure of the First District to a discussion of the organization 
(Chap. 3) and operations (Chaps. 4, 6-8) of the bank, a sequential 
treatment which is somewhat broken by Chapter 5 which is 
devoted to an analysis of the member banks. Following the 
discussion of the operations and policies of the bank, the Boston 
money market is described in Chapter 9, and a concluding chapter 
is devoted to the increased concentration of control in the Board 
of Governors effected by recent legislation. 

The several portions of the book are not of uniform quality. 
While the analysis of the economic and financial structure of the 
First District serves quite admirably the purpose in hand, the 
discussion of policies and operations for the years, 1914-1929, is 
little more than a chronological and factual commentary lacking 
for the most part in penetrating appraisal. The succeeding years 
are more adequately handled. In the opinion of the author the 
Federal Reserve Bank of Boston serves a compact and homogeneous 
district though a portion of the bankers vigorously protested 
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their inclusion in the First District. He thinks the bank has 
been very ably managed and has been unusually successful in 
maintaining the loyal support of its member institutions by virtue 
of the quality of its management and its effective public relations 
policies. Par clearance issues which embittered bankers in some 
of the other districts caused no concern in a section which had 
already operated on a par clearance basis. 

Despite the lavish use of data, and perhaps at times because ot 
it, this study leaves unanswered many issues. It throws ad- 
ditional light on the value of the system of regional banks, but 
too little attention is devoted to a measurement and appraisal of 
regional as contrasted with system procedures and policies. These 
limitations in the study are in part due to the imponderables 
involved in the situation and in part to the failure to make the 
most effective use of available data. 

University of North Carolina Joun B. Woostey 


Inflation and Deflation Can Be and Should Be Eliminated! By Emmett 

C. Barr. Pittsburgh: Emmett C. Barr, 1938. Pp. 94. 

The author presents the view that inflation and deflation are 
the result of using ‘‘debts’’ as money. He says: ‘‘Despite the 
use of the term by well-known economists, there is no such thing 
as paper money. Neither is there such a thing as bank money. 
This failure to differentiate money from promises to pay money is 
one of the fundamental and far-reaching errors of economic 
theory.”’ 

There can be no quarrel with a writer on his choice of definitions. 
What matters is the use he makes of his definitions. Mr. Barr 
comes to the conclusion that only gold is money, and that only 
gold and warehouse receipts for gold should be used as money. 
If this were so, he holds, there could be no rapid increase in the 
quantity of money and there could be no later decrease in the 
quantity of money. There will be many to question Mr. Bart's 
conclusion that all would be well in this economic world if the 
government and the bankers did not inflate us and deflate us 
with their creation of debts. The fact is that despite the study 
that he seems to have given to cyclical fluctuations, the author 
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retains an extremely simple view of the complicated phenomena 
that constitute business cycles. 

Mr. Barr would convert our monetary system immediately to 
the use of gold and warehouse receipts for gold. He is not dis- 
turbed by the fact that this would necessitate a reduction in the 
quantity of money by more than one-half. He is not disturbed 
by this because he holds that the absolute level of prices is of no 
consequence; and the relative prices of goods, presumably also 
incomes, would be adjusted to the smaller quantity of money. 
What an adjustment this would entail! 

University of North Carolina E. M. BernsTEIN 


Wages and Income in the United Kingdom since 1860. By A. L. 
Bowley. Cambridge: University Press, 1938. Pp. xix, 151. 
$2.50. 

This small volume of 150 pages contains a summary of the 
significant findings of Dr. Bowley on money wages, real wages, 
occupational distribution, wage rates, and the national income. 
Not only does it bring together the scattered writings of Dr. 
Bowley on these questions, but it also contains critical obser- 
vations on the wage and income estimates of other investigators, 
and on the technical difficulties of making wage and income 
estimates. 

The essays show clearly that precise measurement of wages and 
income is extremely difficult, although reasonably accurate ap- 
proximations can be made of changes in wages and income. This 
difficulty of precise measurement is particularly apparent when 
such controversial matters as poverty or adequate working class 
budgets are considered. The concept of a satisfactory diet changes 
steadily, not only because the social attitude towards standards 
of consumption changes, but because scientific discoveries shift 
the emphasis from bulk to calories and more recently to vitamins. 

Perhaps for most economists Dr. Bowley’s book will be of 
greatest interest not so much for the light it throws on questions 
of statistical method, as for the information it makes available 
on such fundamental questions as the rise in real wages and the 
growth of income. 

University of North Carolina E. M. BernsTEIN 
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Collective Bargaining Under the Wagner Act. Law and Contemporary 
Problems, Vol. V, No. 2, Spring, 1938. Durham, N. C.: School 
of Law, Duke University. Pp. 175-333. 75 cents. 

The nature of its contents justifies this belated notice of the 
spring, 1938, number of Law and Contemporary Problems. This 
entire issue is devoted to an examination of various problems of 
labor relations as affected by the National Labor Relations Act, 
together with a supplementary article on the settlement of in- 
dustrial disputes in Great Britain. The material should prove of 
considerable present value to business men, labor leaders, labor 
economists, and lawyers concerned with labor board cases and 
labor law in general. 

One of the most interesting articles in the issue is that by 
C. E. French, dealing with some effects of the Wagner Act upon 
employer personnel policies. Harry D. Wolf contributes a 
thoughtful proposal for the enforcement of collective bargaining 
agreements. This article is especially pertinent today in view of 
the wide discussion of union responsibility in the fulfillment of 
collective contracts. 

An article is devoted to each of three basic problems that arise 
under the act: the determination of worker representatives, unfair 
labor practices, and the duty to bargain collectively. Other 
articles deal with the adjustment of disputes under recently con- 
cluded collective agreements, and with union policy in the making 
of agreements and in other matters affecting the operation of 
agreements. Finally, the counsel and associate counsel of the 
National Association of Manufacturers discuss amendments to 
the act proposed by the organization they represent. This is 
followed by an excerpt from an address by Chairman J. Warren 
Madden of the National Labor Relations Board on the general 
subject of ‘‘equalizing’’ amendments. 

The Duke University Law School, which issues Law and Con- 
temporary Problems, deserves credit for presenting this well-rounded 
discussion of problems that cluster about one of the most important 
pieces of labor legislation ever passed in this country. 

The Woman's College, H. M. Douty 

University of North Carolina 
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The Theory and Measurement of Demand. By Henry Schultz. Chi- 
cago: University of Chicago Press, 1938. Pp. xxxi, 817. 
$7.50. 

When a new field of theoretical or statistical analysis develops 
it is inevitable and proper that for some years the contributions 
will appear in widely scattered periodical literature in several 
languages, in the form of studies attacking small sectors of the 
field, or of highly technical experimental methods which quickly 
become the field of controversy and sifting. The general student 
cannot be expected to follow such developments in all fields of 
economics. In the field of demand analysis, both theoretical and 
statistical, the time was ripe for a comprehensive and integrated 
treatise to gather together and sum up the accumulated results 
of the last 25 years of research. The late Henry Schultz was fully 
qualified, by his own contributions as well as by his broad study, 
for this task, and his Theory and Measurement of Demand fills the 
prescription admirably. 

Schultz would be the first to disclaim any belief that this is 
the final definitive treatise on the subject, insisting it is only the 
first mile-post in a broad program of bringing realism into the 
economics of demand, cost and supply. His final chapter on 
‘Retrospect and Prospect’’ gives a comprehensive outline for 
further research and an appeal for support for the arduous sta- 
tistical program involved. He describes the present work as an 
attempt ‘*. . .to unify the theoretical-quantitative, the empirical- 
quantitative, and the historical approaches to the study of de- 
mand. . .”’ (Preface). 

The book is divided into three parts, the first and third of which 
will be of the widest interest to general economists. Part I 
(150 pp.) outlines the theoretical foundation of demand studies, 
chapters being devoted to the pure theory of demand curves, their 
derivation from time series data, their derivation from family- 
budget data, and a realistic discussion of the theoretical and 
statistical framework of Schultz’ own methods. Part II (400 pp.) 
gives his Statistical Findings when he applies his methods to 
determining the characteristics of the demand for ten agricultural 
commodities, ranging from sugar and cotton to rye and buckwheat. 
Each chapter concludes with a brief summary of findings. Part 
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III (100 pp.) presents the developmental theory and application 
of Schultz’ most original contribution to demand theory, that of 
the Interrelations of Demand. Very complete appendixes, bibli- 
ogtaphies and indexes complete the volume. 

Economists who have tried to comprehend the contributions 
of so-called mathematical economists (and who has not tried and 
given up the attempt?) will rejoice at the contrast in realism 
and clarity exhibited by the present treatise. Most ‘‘mathe- 
matical economists’’ allow their boundless enthusiasm for mathe- 
matical skill and technique to carry them, not only into the 
rarefied atmosphere of dealing with questionable assumptions, 
but into the Never-Never Land of pyrotechnics whose methods 
and results have no recognizable meaning. These technical ex- 
cursions may or may not be good mathematics: certainly they are 
not economics, unless economics be identified with mere logic. 
To the extent that the assumptions implied by the mathematical 
operations are not explicitly stated, they are not even good 
mathematics. To the extent that economic terms are given 
mathematical definitions having no recognizable relation to 
economic concepts; to the extent that recourse is had to unknown 
and unknowable functions, to operations whose significance in 
terms of their practical meaning is unstated (possibly because 
unstatable), and to statements of results merely in the form of a 
mathematical formula (possibly because the formula has no 
meaning); to this extent do these writings fail to be economics. 
In contrast, it is the explicit correlation of mathematical technique 
with statistical data on the one hand, and with economic theory 
on the other, that recommends the present work to all economists. 
Here the reader will find no insult to his intelligence as an econo- 
mist, but a sustained effort made to carry along his understanding 
of and confidence in the techniques employed. 

It behooves the modern economist to acquire sufficient mathe- 
matical training to enable him, for instance, to understand an 
equation as merely a shorthand statement of a relationship between 
the variables involved. All of us know that when we apply the 
mathematical technique symbolized by the sign +, we get a sum, 
a total—a process which has a valid economic interpretation. 
(But it has its limitations: we cannot add two men and ten dollars. 
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Neither is the utility of two units twice the utility of one.) The 
economist should likewise learn that when a function is dif- 
ferentiated, a rate of change is given; that a least-squares fit is 
merely a kind of formalized moving average which may or may 
not actually ‘“‘fit."’ These processes are valid for certain economic 
situations. The point of this little essay is that this text by 
Schultz furnishes an excellent exercise book in this lesson. The 
author is dealing with significant material, he handles it in a 
restrained and realistic manner, and he makes a conscious effort 
to make the technical discussions intelligible to nonmathematical 
readers. 

With this type of book, a review which attempts to give the 
outline of thought as a substitute for a reading of the book itself is 
a disservice to the reader of the review. Suffice it to say that 
“‘demand"’ is no longer merely the assumed relation between 
prices and quantities for an article, ‘‘other things assumed to be 
equal,’’ based on the Marshallian attributes of the commodity. 
The actual shape and slope of the demand curve, and its move- 
ments over historical periods are ascertained, with measures of 
the relative importance of the various impinging forces. The 
interrelations of the demands for completing (joint-use) and 
competing goods are factually examined in the framework of a 
theory of ‘‘rational human behavior.” 

The two hundred-odd pages which Schultz identifies (p. xv) 
as of special interest to the general reader should be on the ‘‘must’’ 
list of reading for economists who haven't had time to keep up 
with developments in this intriquing field. 

U. §. Department of Agriculture, Wirtn F. Fercer 

Washington, D. C. 


Dynamic Theory of Wealth Distribution. By Montgomery D. 
Anderson. Gainesville: University of Florida Press, 1938. 
Pp. x, 243. $3.00. 

Professor Anderson's latest book is, in a general way, similar to 
his earlier Capital and Interest, being an interesting composite of 
short summaries and criticisms of pertinent sections of classical 
economic doctrines, then moving into either restatements or 
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distinctly new formulations, and following with mathematical 
and statistical demonstrations. 

The beginning chapters are concerned with fundamental con- 
cepts, especially saving and investment, both from the individual 
and social points of view. As one would expect from the title of 
the publication, there are chapters devoted to profits in the long 
and short run, rates of interest, average wages, the classical rent 
doctrine versus the dynamic theory, marginal productivity versus 
classical rent, statistics of personal inequality, and a final chapter 
on the philosophy of inequality. 

Those who do not have a sweet tooth for mathematics may not 
care for the sections on saving and investment, capital formation, 
profits and interest, although each is intelligible whether or not 
one wishes to study the symbolic logic carefully. The author 
seems to prefer the mathematical method not only for precision 
in stating definitions and clarifying relationships, but also for 
building a theoretical framework readily adaptable to statistical 
verification, which, one must admit, is a desirable feature of a 
dynamic theory. On the other hand, it is not to be assumed that 
the use of the mathematical method in the book has resulted in 
unrealistic concepts. Quite the contrary is true. A conscious 
effort has been made to relate all definitions which differ from 
those considered orthodox to the popular concept of the term. 

Those who have followed the ‘‘old’’ and the ‘‘new’’ Keynes 
will be interested in Professor Anderson’s dynamic conceptions 
of saving and investment: 

1. ‘‘. . .the act of saving might very well be defined as a re- 
duction in the rate of turnover of goods, or what is about the 
same thing, an increase in their period of turnover’ (p. 23). 

2. ‘‘Expenditures of money made for the restoration of values 
destroyed in the productive process would be counted as replace- 
ments, while expenditures made for incremental or mew wealth 
would be considered investments’’ (p. 30). 

The similarity of the views of Anderson and Keynes (as expressed 
in his Treatise on Money) is evident when the former states ‘perfect 
stability in the value of total business transacted would require 
that saving and investment be equal at all times,’’ and ‘‘when 
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saving is positive and greater than investment—business activity 
will be decelerating.”’ 

A criticism of Dynamic Theory of Wealth Distribution hinges 
upon one’s concept of theory as a tool of economic analysis. 
Does the theorist describe or explain? If an explanation is suf- 
ficiently complete and embraces all causal factors from the dynamic 
point of view, then reasonably accurate forecasting ought to 
follow. From this approach consider Professor Anderson's defini- 
tions of demand and supply of labor, ‘‘namely, that the demand 
for labor is a shorthand expression for all those factors which 
are positively correlated with the wage rate, while the supply 
of labor is a synthesis of all those forces which are negatively 
correlated with the wage rate.’” Hours of labor worked is 
selected as the best index of the supply of labor (but, for the 
sake of argument one could suggest that demand is indicated, 
also) and the volume of industrial output is chosen to measure 
the demand for labor. Finally, from the theoretical point of 
view, is the causal connection explained, or is it assumed as part 
of the data for a further hypothesis? 

Whether or not one agrees with the ideas of the author, it must 
be admitted that Dynamic Theory of Wealth Distribution is refreshing 
for its originality and is not to be classed as merely a new mixture 
of old ideas. 


University of Wisconsin Erwin A. GAuMNITZ 


An Introduction to Economic Analysis and Policy. By J. E. Meade 
and C. J. Hitch. New York: Oxford University Press, 1938. 
Pp. xvii, 424. $2.50. 

This book is an American edition of Meade’s earlier book 
by the same title. Americanization is accomplished largely by 
changing pound to dollar signs and making ‘‘government’’ a 
singular noun. The institutional description has been made 
American, referring, for instance, to the Federal Reserve Banks, 
but little else is changed. English flavor is retained by using 
tea as the principal commodity for illustration purposes. 

The appearance of an American edition, however, is well worth 
a review, for this reviewer hopes that Meade and Hitch will be 
the pattern for the next crop of general economics textbooks. 
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It is to be expected that textbooks will be behind times on con- 
troversial issues, but present-day American textbooks are a 
generation behind the progress of economic thought. They leave 
the student quite unarmed before the first blast of the institution- 
alist. Textbook economics cannot explain the existence of un- 
employment nor the workings of a society of imperfect competition, 
and lack of information on these two points leaves the student 
defenseless. If economic theory for undergraduates is to be saved 
it can best be done along the lines of Meade and Hitch. 

Many recent diagnoses of our economic problems confuse 
problems arising from different sources. They confuse problems 
of unemployment, problems of imperfect competition, and prob- 
lems of inequality. These are perhaps our major problems, but 
they are largely independent. The existence of unemployiment, 
for instance, cannot be explained by imperfect competition, as is 
so frequently attempted. Again, the fundamental critique of 
imperfect competition is not that it allows some persons to exploit 
the community and create inequality. Meade’s analysis sorts 
these problems admirably. Unemployment is considered first 
and is demonstrated to be a problem of effective demand and hence 
a purely monetary problem. The analysis and the suggestions 
for coping with unemployment follow strictly Keynesian lines. 
The second problem discussed is that of imperfect competition, 
and the authors demonstrate that it is a problem involving the 
allocation of the factors of production amongst industries. Im- 
perfect competition is to be condemned because it does not combine 
factors properly to create the greatest income. Paradoxically 
enough, the difficulty is that there are too many firms operating 
in an imperfectly competitive industry, and therefore enlightened 
governmental policy should aim at forcing firms out of such 
industries and controlling those which remain. This conclusion, 
of course, does not apply to monopolies of the ownership of 
natural resources, but such monopolies are rare. Thirdly, the 
authors discuss the problem of inequality, a problem independent 
of the others in the sense that the solution of the others will not 
solve the problem of inequality. Drastic taxation and large 
blocks of governmentally owned property are proposed. 

The remainder of the book deals with problems of optima of 








556 BOOK REVIEWS 


capital and labor, and with the less fundamental problems of 
free trade. The introduction by Professor Hansen is particularly 
noteworthy. 

University of North Carolina Eart Hicks 


Lament for Economics. By Barbara Wooton. New York: Farrar & 

Rinehart, 1938. Pp. 322. $2.00. 

In this book much of the economic theory of today is indicated 
as useless because ‘‘after all their arduous studies, the economists 
cannot be relied upon not to give diametrically opposite diagnoses 
and prognoses of the same situation (not to mention the in- 
compatability of the various remedies which a few of the more 
courageous among them are sometimes induced to prescribe); 
because the economists feed on their own tails by busying them- 
selves with the analysis of imaginary worlds which they have 
themselves invented; and finally because they are passing off as 
the result of purely scientific inquiry what is in reality no more 
than a partisan advocacy of particular social policies.”’ 

According to Mrs. Wooton the traditional classical analysis of 
economic theory does not fit the actual world since it rests upon 
the assumption that we make a full use of all the resources that 
we have, an assumption so contrary to the facts in this world of 
output restriction and unemployment that the whole body of 
classical analysis and its contemporary refinements are rendered 
“inoperative, irrelevant, and unreal.’’ Furthermore, contem- 
porary economics is so contingent upon a particular set of man- 
made institutions that, since these institutions do not exist in 
pure form or are at best temporary, it can hardly be called a science, 
and it is constantly threatened with becoming a mere apologetics. 
The market is itself a product of the institutional environment 
and ‘‘any argument which sets out from the premise of market 
infallibility will reach a vicious conclusion.”’ 

Especially does she believe that economics as a social study 
must be based upon social objectives the nature and quality of 
which can be described and assumed only after adequate inquiry. 
She recognizes that while the principle of equi-marginal returns 
may be a good principle to guide the apportionment of resources 
it is impossible to escape the use of judgment, perhaps frequently 
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blundering judgment, regarding the procedure for attaining both 
optimum economic efficiency and optimum welfare. 

With the indictment of contemporary economic theory and 
with the suggestions for making economics a more useful social 
study as set forth in this book, the reviewer has no quarrel. The 
discussion throughout is carried on with commendable keenness, 
fairness, and humility. 

However, there is in the book one lamentable under-emphasis. 
Mrs. Wooton remarks that “‘If the laws of ‘economic science’ 
were applicable to, at the least, a large proportion of all the varied 
forms that human society has assumed, or may assume, in its 
efforts to make the most of its resources, then perhaps their 
scientific character might be more gladly conceded.’’ In that 
direction this reviewer thinks lies hope for the future of economics 
as a useful social study. Given an understanding of the broad 
objectives of a society, the theory of resource utilization can be 
formulated for the social economy without assuming the existence 
of any particular institutional framework. Such theory would 
be useful as a criterion in passing judgment upon the operation 
of the existing procedures. Instead of emphasizing this pos- 
sibility, the obvious lack of usefulness of contemporary economic 
literature in a socialist economy is stressed. Surely, the most 
useful analytical tools of the economists are ubiquitous in their applications. 

There is, however, a source of grave difficulty even in the 
formulation of such a broad social end as democracy as a goal in 
resource utilization, for as Mrs. Wooton observes: ‘‘democracy 
often survives only insofar as there is a tacit agreement not to 
recognize its implications.’’ Wherever he may turn the economist 
will apparently be caught in the crossfire of social conflict. 

University of North Carolina J. G. Evans 


Economics of Transportation. By D. Philip Locklin. Chicago: 

Business Publications, 1938. Pp. x, 863. $4.00. 

In this revised edition the general plan and outline of the 
earlier edition is followed, with some rearrangement of subject 
matter and addition of new material on certain important de- 
velopments since the earlier publication. A chapter on Pipe Lines 
and one dealing with the significant problem of Transport Co- 
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ordination have been added. The chapters on Regulation of 
Highway Transportation and Air Transportation have been ex- 
panded to include descriptions of the Motor Carrier Act of 1935 
and the Civil Aeronautics Act of 1938. 

With reference to business regulation, one can agree whole- 
heartedly with Professor Locklin that ‘Regulation of motor 
carriers has sometimes been accepted too uncritically,’’ and with 
his contention that the particular regulatory scheme imposed 
upon motor carriers should be based upon their peculiar economic 
characteristics in relation to the public interest rather than on an 
assumed similarity of conditions to those in the railroad industry. 
He carefully distinguishes between the various types of regulation 
of highway transporters and explains the differences in the eco- 
nomic characteristics of railroads and motor carriers. However, 
he outlines the usual stereotyped objectives given for regulation 
of motor transport without evaluating the control devices selected 
for particular objectives as critically as would be desirable. He 
also fails to specify those requiring business regulation as well as 
vehicle regulation for the protection of the highway, promotion 
of public safety, and maximum utilization of the highway. An 
attempt is made to discuss the regulatory policies of the com- 
mission in administering the Motor Carrier Act of 1935, and the 
author succeeds admirably in shaping up for the student many of 
the major issues involved. Ina general text it is hardly reasonable 
to expect a complete and critical treatment of administrative 
policy, since regulation by the Bureau of Motor Carriers is still 
in its preliminary stages and hundreds of cases would have to be 
analyzed. 

Professor Locklin correctly places emphasis on the question 
of means of achieving economic coordination. He rejects ‘‘free 
competition’’ and granting railroads a transportation monopoly. 
He favors reliance upon regulation to prevent railroads which 
engage in non-rail operations from blocking economic develop- 
ment of other agencies or to restrain competing agencies from 
overreaching themselves in invading fields where other forms are 
superior. His emphasis on the essentials of a national transport 
policy for the achievement of coordination through regulation is 
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suggestive, particularly the coupling of needed rationalization of 
the railroad industry with this program. 

This text merits wide adoption and reference. The improve- 
ments made are in the right direction, although the arrangement 
might have been improved somewhat by treating the economic 
characteristics of all agencies in one section near the beginning. 
The work still has the defect common to all our so-called general 
transportation texts; it remains fundamentally a text on the 
economics of railroad transportation. 

U. S. Department of Agriculture, James C. NELson 

Washington, D. C. 


Business Enterprise in the American Revolutionary Era. By Robert A. 
East. New York: Columbia University Press, 1938. Pp. 
387. $4.25. 

The American Revolutionary era is 1775-1792. After 17 pages 
on the late colonial business scene, nine chapters, some 220 pages, 
are concerned with 1775-1782, ‘“Years of Chance,’’ and only 80- 
some with ‘‘Years of Consolidation and Expansion, 1783-1792.”" 
The former period is divided into chapters devoted to the business 
activities of a particular group, or in a specific area, or under 
special circumstances; there are also two chapters on the question 
of business freedom and the economic consequences of the war. 
The latter period is considered in two general chapters, supple- 
mented by one on banks and another on ‘“‘turnpike, canal, and 
bridge construction, manufacturing, and land speculation.” 
Business enterprise, then, means, almost exclusively, commerce— 
buying and selling; business methods are not considered, only the 
persons, firms, ports, regions, commodities, and financial results. 
Paragraphs are packed with such facts, but the author has an easy 
style which keeps this mass moving along without jamming. 
A paragraph or two of analysis at the end of each chapter is of 
assistance to the reader. 

Dr. East’s main thesis is that the Revolution was largely a 
stimulus to American business; he believes that it is ‘‘questionable 
to what extent the war had injured the old colonial moneyed 
class’’ and thinks that the evil effects of depreciated currency have 
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been greatly exaggerated. He quotes Charles Biddle, a merchant- 
captain: “‘I have heard of a great many people losing by the 
Continental money but knew of but few.’’ He himself ‘‘never 
lost thereby but on a single keg ofrum."’ Dr. East brings together 
material which emphasizes the fashion in which during the 
Revolution public duty and private interest clashed in the lives 
of merchant-politician-contractors. He demonstrates the aggres- 
siveness of the business interests, declaring, in reference to the 
Hamiltonian ‘‘counter-revolution,’’ that ‘‘political disturbances 
in the ‘eighties were as much a result of the demands for a new 
era on the part of political nationalists, supported by the forward- 
looking business element, as of old-fashioned threats by agrarians 
and debtors.”’ 

No author could arrange such a body of material so as to satisfy 
every particular interest. Three pages are devoted to the Pacific 
trade, but only some three lines to the bare “‘prospects’’ of com- 
merce with India (p. 255); the Derby voyages are not mentioned. 
In contrast to space devoted to the unsuccessful New York and 
Beverly attempts at textile factories, the pioneer mill at Pawtucket 
receives only two lines and a fraction in text and foot-note (p. 
313)—Slater’s name is never mentioned in full. 

The bibliography of unpublished primary sources not only 
indicates the appalling amount of labor involved and the skill 
with which the author has reduced the immense mass of material 
to usable form, but will also prove of considerable value to the 
student. It was a kindly thought to list ‘‘Printed Primary 
Sources’” under person or institution wherever possible, rather 
than by author or editor; a similar arrangement, particularly of 
periodical articles, in the other sections as well would eventually 
prove of real service. It is hard to see, too, why biographical 
material should be split up between two sections. 

Only once did the index fail me—and that when I, moved by 
the frequent mention of Levy, Lopez, Gratz, Seixas, et al., hope- 
fully but quite unfairly looked for a general reference after ‘‘Jen- 
nings, William’’ and before ‘‘Joint stock’’; I made no attempt 
to find a substitute in ‘“Non-Aryan’’! 

This volume is obviously indispensable to any library of Amer- 
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ican, economic, or business history, to which last field it is a 
particularly important addition. 
Vassar College KENNETH WIGGINs PorRTER 


Research and Statistical Methodology: Book Reviews, 1933-1938. By 
Oscar Krisen Buros, Editor. New Brunswick: Rutgers Uni- 
versity Press, 1938. Pp. vi, 100. $1.25. 

This book contains excerpts from 608 reviews of books written 
in the English language on methodology in the physical and 
social sciences, and in statistics. These reviews are arranged 
alphabetically, according to author of book. The volume also 
contains a classified index to books, an index of titles, and an 
index of names of authors. 

The excerpts are intended to be largely the critical portions of 
reviews so that the reader can get a consensus of the opinions of 
“‘authorities’’ concerning a book and can learn wherein it is 
strong and wherein weak. A very rough idea of the relative 
importance of the different books may be had by noticing the 
amount of space devoted toeach. Thus, R. A. Fisher's Statistical 
Methods for Research Workers takes up four columns, Yule and 
Kendall's Introduction to the Theory of Statistics occupies three 
columns, while only one column is devoted to such an outstanding 
American text as Mills’ Statistical Methods. Of course, this is 
far from conclusive evidence as to the relative merits of a book. 
For instance, in one excerpt, J. Neyman says that Yule and Kendall 
“‘is the best book on statistics ever written’’; but Fisher receives 
more space since so much of his methodology is either original 
or has been greatly developed and extended by him. 

One use to which the book may be put is to aid the teacher in 
selecting a textbook. The classified index lists such books as 
very elementary, elementary, intermediate, and advanced. 

The volume owes its publication, however, to the author’s 
belief that there is a lag between the time that a statistical (or 
other) method is discovered by research workers in one field and 
the time of its adoption in other fields and its subsequent in- 
corporation in textbooks of those fields. For instance, you may 
have listened to psychological statisticians ardently discuss 
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“*factor analysis,’ and may have wondered what factor analysis is, 
whether the method be adapted to analyzing economic problems, 
and where the method is described best. The classified index 
refers one to Holzinger’s Student Manual of Factor Analysis. 

In general, the space allotted to different books has been ju- 
dicious, and the excerpts chosen have been well selected. How- 
ever, although reviews are quoted from 130 American and foreign 
learned journals, the reviewer did not notice any from The Southern 
Economic Journal. Its chief shortcomings are its omissions. For 
instance, there is no reference to Thurston’s The Vectors of Mind, 
probably the most important work in the field of factor analysis. 
Some very important 1938 books, such as Henry Schultz's The 
Theory and Measurement of Demand are not listed, perhaps because 
they have not yet been reviewed, although a number of books 
are listed without any reference to book reviews. There are only 
three references on correlation. Although not many books are 
written exclusively on correlation, the subject is treated in prac- 
tically all texts on statistical method. It would be valuable to 
know which texts have particularly excellent, or comprehensive, 
or distinctive treatments of that subject and others. 

The volume should prove very useful to research workers and 
teachers of statistics, and it is to be hoped that the demand will 
watrant its annual publication. 

University of North Carolina Dup.ey J. Cowpen 


Farm Organization and Management. By G. W. Forster. New 

York: Prentice-Hall, 1938. Pp. xvi, 432. $3.00. 

Professor Forster's text, Farm Organization and Management, is 
the sort of book that a great many teachers of the subject have 
themselves wanted to write for a long time. This fact is not 
surprising when we consider that the author has for 15 years 
taught the subject to both undergraduate and graduate students 
and that his experience includes practical farming in the United 
States and in Canada, and opportunity for first-hand study of 
agriculture in continental Europe. 

Professor Forster's book not only satisfies the need for a new 
text but to a remarkable degree achieves its purpose—‘‘to integrate 
general economic principles, as they apply to farm management, 
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with sound farm practices’’—a welcomed departure from the 
usual over-emphasis upon one or the other aspect of the subject. 

After discussing briefly the nature and characteristics of the 
modern farm (Chap. I) Professor Forster reviews the various 
concepts of farm organization and management, orients and de- 
fines his subject (Chap. ID) and traces its development in this 
country and in Europe (Chap. IID. Both by word and by ex- 
ample, the author emphasizes the dual nature of his subject and 
makes clear the distinction between farm organization on the one 
hand and farm management on the other. As a matter of fact, 
while Part I and Part II are not evident in the Contents, the 
chapters are so arranged that ‘““The Problems of Farm Organiza- 
tion’’ (Chap. IV) are rather adequately disposed of before any 
effort is made to broach the subject of ‘“The Economics of Farm 
Practices’’ (Chaps. XIII & XIV). The intervening chapters deal 
principally with what Professor Forster describes as the first of 
“‘two main lines of approach’ to the farmer's problem of getting 
the maximum net returns out of the resources available to him, 
namely, that which has to do with the enterprises which are 
included in the system of farming, dealing with both the kinds 
and the relative amounts of various enterprises to be included. 
The author’s methods of evaluating farm enterprises and farm 
practices deserve special commendation and approval. 

The second ‘‘main line of approach’’ deals with the efficiency 
with which individual enterprises are conducted, and it is with a 
discussion of this topic that Professor Forster introduces the 
subject of ““Management.”’ This is followed by short but succinct 
chapters dealing with the farm layout, size of farm, and with 
selection and acquisition of the farm and of farm implements and 
machinery. A chapter entitled ‘‘The Differential Nature of 
Management’’ (Chap. XIX) precedes a discussion of the manage- 
ment of labor and of working capital and a further chapter which 
reviews some of the new forms of managemeut in agriculture. 
The remaining chapters are devoted to certain aids to manage- 
ment, rental contracts, and farm credit. 

One might wish that Professor Forster had included at least 
an introductory chapter on record keeping and that the chapter on 
“Credit for Farm Operation’’ (Chap. XXV) were a little more 
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complete or up-to-date. For example, no mention is made in 
this chapter of the feed and seed loans which constitute an im- 
portant source of production credit nor of the rehabilitation loans 
which represent an interesting and significant recent development. 
There is so much in this new text, however, which commends it 
that this reviewer is not disposed to be critical of these omissions. 
The book is certain to meet with widespread acceptance and 
approval. 
Clemson Agricultural College G. H. Autti 

















STATE NEWS 
ALABAMA 


Interest in Alabama has been centered largely upon the change in 
administration. Immediately after his victory in the primaries 
Governor-Elect Dixon gathered a group of experts and leaders for 
a careful study of the problems of the state and the formulation 
of a program for his administration. Immediately after his 
inauguration in January he began to take steps to put his program 
into operation. The regular quadrennial session of the state 
legislature is at present considering and formulating legislation to 
cover the various points in the program. A number of bills have 
been passed and approved by the governor but the major part of 
the legislation lies in the future. To date the administration does 
not seem to have encountered serious opposition. 

Reorganization of government occupies a very important place 
in the general program. It is generally understood that both 
the consolidation of agencies into general divisions of state govern- 
ment and the centralization of administrative control over the 
divisions are included. Many of the proposed changes are of 
such fundamental character that constitutional amendments may 
be necessary before final legislation can be enacted. There has, 
however, been a substitution of a one man administrator for a 
commission in the case of several departments, for example the 
tax commission and the highway commission. The legislature 
is busy considering the various possibilities and undoubtedly will 
submit to the vote of the people a number of proposed consti- 
tutional amendments. 

The governor has also promised a maximum efficiency and 
economy in the operation of the government. He is committed 
to a policy of eliminating unnecessary employees and has already 
ordered the discharge of persons employed during the last few 
months of the preceding administration. In general, however, 
he has not proceeded with the wholesale policy of replacing 
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department heads and those in responsible positions. As a part 
of the program to attain greater efficiency of operation he proposes 
to place state employees on a civil service or merit system. Con- 
siderable debate seems to be developing as to exactly which jobs 
should be included and as to how merit ratings should be deter- 
mined, but the prospects of the enactment of some type of state 
civil service law seems at present good. 

During his campaign the governor promised an eight month 
school term for the state. At present the funds available for 
school purposes are insufficient for carrying on such a term at 
least for the current year. At the same time the income tax 
collections have been sufficient to create a very considerable 
surplus in the income tax fund. The income tax is based on a 
constitutional amendment which provided that the proceeds of the 
income tax must be used in liquidating certain debts of the state, 
mainly those incurred in refunding the outstanding warrants and 
floating debt of the state. During the lean years of the state 
administration considerable sums were “‘borrowed’’ from school 
funds for the purpose of maintaining the so called essential func- 
tions of the government. It is now proposed that the Supreme 
Court be asked to render an advisory opinion as to whether or not 
the surplus in the income tax fund can be used to repay this debt 
to the school funds. If a favorable decision is given sufficient 
funds will be available to provide the eight month term. 

The sales tax which would have expired October 1, 1939 has 
been reinacted with the elimination of the exemptions which 
were included in the former act. The new act repeals the old and 
is to take effect April 1, 1939. 

Another administration measure provides for improvement in 
the machinery for assessing property and for equalization. These 
proposals have met considerable opposition and it seems rather 
doubtful that any fundamental changes will be made. Another 
matter which has received some attention is the passage of laws 
which will make federal employees and agencies subject to state 
taxes in case the federal congress passes laws permitting such 
taxation. Another problem which seems to be coming to the 
front is the problem of providing additional revenue for the 
municipalities of the state. As indicated above, comparatively 
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little formal legislation has been enacted into law but proposals 
for fundamental changes are receiving more serious attention than 
has been the case for many years. 

Alabama College, beginning with the college year 1939-1940, 
will discontinue its two-year course in Secretarial Science. After 
that time the curriculum will be entirely on the basis of a four- 
year course leading to a B.S degree. 

University of Alabama H. H. Cuapman 


FLORIDA 


The Fourth Annual Economic Conference of Rollins College 
was held January 26-28, 1939. Cooperating in this year’s session 
was the Winter Park Property Owners’ Association, a local 
association formed to study the revenue and expenditure matters 
of the local and the state governments. The topics discussed 
were: 

‘Transportation Problems,’’ Dr. T. C. Bigham, University of 

Florida. 
“The Railroad Problem,’’ Colonel W. J. Wilgus, Consulting 
Engineer. 

‘The Transportation Situation,’’ Mr. D. B. Robertson, President 

of Locomotive Firemen and Engineers. 

‘*Postalized Transportation,’’ Mr. John A. Hastings, State 

Senator in New York. 
‘Industrial and Economic Conditions in England,’’ Mr. Robert 
Wilberforce, Director British Library of Information. 

‘Favorable Florida Laws,’’ Mr. Robert Pennington, Manu- 

facturer’s Trust Company, New York. 

‘Federal Estate and Inheritance Taxes,’’ Mr. Eldridge Hart, 

Attorney. 
“City Financial Affairs,’’ Mr. Harvey Chase, C.P.A. 
‘“Municipal Assessments and Valuation,’’ Mr. John C. Donehoo, 
Tax Consultant. 

“Handling Labor Disputes in a Democracy,’’ Dr. John R. Sted- 

man, U. S. Department of Labor. 

‘The Work of the International Labor Organization,’’ Dr. W. L. 

Taylor, Oregon College. 
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‘Unemployment Insurance and Florida’s Participation in This 
Phase of the Social Security Program,’’ Mr. Royal Mattice, 
Florida State College for Women. 

A problem of major significance to the Florida citrus industry 
has been engendered in the low prices prevailing for a bumper 
citrus crop. Florida interests have been, in past years, unable to 
effect a marketing agreement under the A.A.A. Florida citrus 
has been marketed without the prorate agreements which pre- 
vailed in the marketing of citrus from other producing areas. 
The situation was deemed to be so unsatisfactory that the State 
Commissioner of Agriculture, under authority enacted by the 
1935 Legislature, declared a ‘‘state of emergency’’ and fixed the 
minimum price for grape-fruit for cannery use at 32¢ per box. 
Texas interests, likewise affected by low prices, placed a similar 
pegged price on grape-fruit. 

Shortly after this event, the Florida growers voted on a mar- 
keting agreement to be administered by the A.A.A. and approved 
it by a favorable vote of 96 per cent of the growers voting. The 
agreement, however, cannot become effective until approved by 
50 per cent of the handlers of fruit shipped from Florida. The 
proposal is, at this writing, before them for consideration. The 
program provides for regulation of shipments of Florida citrus, the 
industry to be empowered to keep low grade and small size fruit 
off the market. 

University of Florida Roxanp B. EutsLer 


GEORGIA 


The problems before the regular biennial session of the legis- 
lature, which convened immediately after the first of the year, are 
currently attracting the attention of all those interested in eco- 
nomic and social conditions in Georgia. The approach of the 
present financial difficulties and some of the contributing factors 
have been mentioned previously in these pages. Two years ago 
the incoming administration, pledged to a program of vastly 
expanded governmental services and protective measures, in- 
augurated state-wide unemployment insurance, public assistance, 
and public health systems, and provided for free common school 
text books, a state-wide seven months school term, a highway 
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patrol system, expanded eleemosynary facilities, and partial relief 
from property taxes for home owners. 

As a result of the expansion, the total state budget was greatly 
enlarged, county budgets were increased by the necessity of pro- 
viding a part of the costs of public assistance, while both state 
and county revenues were decreased by the property tax exemp- 
tions. In order to meet the situation some of the existing levies 
were increased and additional taxes imposed, including liquor 
taxes, a truck and bus tax, a chain-store tax, and an intangibles 
tax, but the revenues derived have proved inadequate. While 
those agencies relying on ear-marked revenues do not suffer unduly 
(and this to a certain extent includes the public schools), those 
supported by the general fund are operating on about 50 per 
cent of their appropriations. 

With the present governmental program facing serious dif- 
ficulties, a strong movement against new taxes or any increase in 
existing taxes is apparent. The administration, while urging 
the continuation of its program, has been slow to propose any 
adequate source of revenue but has belatedly come forward with 
the suggestion of either a 3 per cent retail sales tax or a 1 per cent 
gross income tax on incomes over $100.00 per month (with a few 
exceptions). Many of those who profess sympathy with the 
objectives of the program insist that administrative economy 
rather than increased revenue is the proper solution. Accordingly, 
a number of investigations have been initiated but have produced 
meagre results as yet. In the meantime a loan of $2,000,000.00 
has been secured in order to bring the payment of teachers’ salaries 
up to date. Although it is possible that receipts during the 
balance of the year will permit repayment of this loan, the major 
problem of revenue is as yet unsolved. Thus, at the time of 
writing, it is possible to report nothing tangible to mark more 
than a month of legislative effort. 

Despite the rather dismal picture of state finances, the current 
economic outlook for Georgia is not entirely dark. Numerous 
indicators, including building permits, reemployment, retail sales, 
bank clearings, and others, point to rapidly improving business 
conditions in the state. Improvement seems to be equal to, if 
not greater than, that in the southeastern section as a whole as 
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set out in the last quarterly report of the Federal Reserve Bank of 
Atlanta. In addition, the widespread critical discussion to which 
economic conditions in the state are being currently subjected 
gives grounds for a somewhat hopeful view of the future. The 
Citizens’ Fact Finding Movement, discussed in these pages some 
months ago, has completed the first phase of its work—the 
compilation and wide dissemination of reliable factual material 
bearing upon the economic and social life of the state. The move- 
ment now enters its second phase—the promulgation of proposed 
solutions of the state’s problems and the promotion of discussion 
of these proposals by local groups throughout the state. To 
this may be added the public forum movement which stimulates 
discussion of similar problems, the work of the State Engineering 
Experiment Station which investigates the practicability of par- 
ticular industrial developments, and the Institute of Citizenship, 
sponsored by Emory University, Agnes Scott College, and the 
Georgia School of Technology, which this year is focusing dis- 
cussion on the problems of industrial development in the state 
and has marshalled an impressive array of industrialists, educators, 
journalists, and public officials as discussion leaders. Such 
activities, it is to be hoped, will contribute to the general aware- 
ness of the state’s problems and will indicate the directions in 
which solutions are to be sought. 
Emory University J. Epwarp Hepaezs 


KENTUCKY 


The 1938 County Debt Act, in addition to providing procedure 
for refunding old issues and for floating new issues of bonds, 
contains clauses requiring county officials to file semi-annual 
debt reports and quarterly financial statements with the State 
Department of Revenue. The department is now engaged in 
analyzing the first reports of county budgets, showing detailed 
maturity schedules for each bond issue, the condition of each 
sinking fund, and a schedule of floating indebtedness outstanding. 
The quarterly reports of county court clerks respecting the current 
budgetary condition are also being analyzed with a view to 
current supervisory action, designed to insure a budgetary balance 
at the end of the fiscal year. 
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The State Division of Personnel Efficiency recently completed 
examinations for enlargement of the Unemployment Compensation 
Commission staff to take care of benefit payments. For this 
purpose an outside chief examiner was brought into the state, 
and all preliminary planning and the examinations themselves 
were conducted in such manner as to bring forth no criticism. 
The administration of the commission's division set up for han- 
dling benefit payments has been so effective, largely as a result of 
the qualifying examinations and the handling of personnel matters 
generally, that it develops the office is overstaffed. 

The staff work of the Kentucky Legislative Council has been 
reorganized under the leadership of Mr. J. E. Reeves, new research 
director. The staff is small, and is guided by (a) a desire to 
coordinate research in state and local government scattered 
throughout several agencies in the commonwealth; (b) a desire to 
coordinate state planning and research work looking toward 
immediate legislative changes; and (c) the idea of confining the 
work done directly by the research staff to fact finding on projects 
almost certain to be of significance, irrespective of the political 
complexion of the next general assembly. 

There have been two recent instances in Kentucky of city-county 
cooperative effort which are of general interest. The health 
departments of the city of Lexington and Fayette County have 
been combined with the approval of the State Health Commis- 
sioner. The city has appropriated $23,000, the county $8,000, and 
the schools $6,000 for carrying on public health work during 
the current year, and there is every indication that the merger 
will prove an effective one. 

The city of Madisonville and Hopkins County jointly sponsored 
a WPA county hospital project, which has recently been com- 
pleted. The county appropriated $10,000, the city appropriated 
$5,000, and a campaign for private contributions netted $30,000. 
This $45,000 constituted the sponsor's portion of the total cost 
of the project, which will be approximately $120,000. The 
hospital is to be governed by a board of trustees appointed by the 
city and county authorities which, once appointed, will become 
autonomous and self-perpetuating. Operation will begin unen- 
cumbered by any debt, and the hospital is expected to produce all 
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necessary operating expenses. There is no provision for future 
assistance from any public source, except payment by the city or 
county for charity cases. 

University of Kentucky Cecit C. CARPENTER 


LOUISIANA 


J. B. Trant, dean of the College of Commerce of Louisiana State 
University, has appointed a radio committee. Under the direc- 
tion of this committee, three series of radio programs are being 
effected. The chief series is concerned with business and eco- 
nomic problems relating to Louisiana. One series was devoted 
to the preparation of personal income tax returns, and a coming 
series will be given to further information on merchandising and 
on secretarial practice. This series will be given in the afternoons 
in order to give classes in secondary schools an opportunity to 
listen in. 

The second session of the Louisiana Bankers’ Conference was 
held at Louisiana State University, January 25-27. The papers, 
except one, presented at this conference, contained general in- 
formation of a banking nature. The one exception gave subject 
matter of great importance to the state. The paper referred to 
was read by the Honorable H. H. White, President of White- 
Dunbar & Company, of New Orleans. The subject of the paper 
was the “‘security of Bonds of Subdivisions of the State of Louisi- 
ana.’" Mr. White contended that the subdivision bonds were 
sound. He classified these securities and discussed the char- 
acteristics ofeach group. Inthe first group he placed all the bonds 
that were issued under Act 46 of 1920. He reasoned that these 
bonds were sound because in every decision the courts have held 
in favor of the bondholders. In the second group he placed the 
Levee District bonds and pointed out that certain taxes were 
levied with a definite purpose of servicing them. The Louisiana 
State University bonds, the Charity Hospital bonds, and the 
State Board of Education bonds, according to Mr. White, are not 
exactly state bonds since they are issued by agents of the state. 
Certain taxes, however, are set aside for their amortization. The 
City of New Orleans bonds have been under the supervision of 
the Board of Liquidation of City Debt, a non-political board 
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organized in 1808. The board was recognized by the state con- 
stitution of 1890 and has remained non-political to the present 
time. The bonds issued under this board with such a long record 
of conservative action meet all the demands of safety. 

Louisiana State University S. A. CaLpwELL 


MISSISSIPPI 


When ad valorem taxes fell due on January 31 this year, Mis- 
sissippi’s comprehensive homestead exemption law was in opera- 
tion for the first time. 

A tentative statement by George C. Scutt, Chief of the Tax 
Commission’s Homestead Exemption Division, gives the following 
amounts from which home owners have been exempted, with 
the result that local governmental units will be reimbursed in 
equivalent amounts out of the state treasury: County-wide taxes, 
$1,223,350; common school fund taxes, $555,650; road district 
taxes, $241,800; school district taxes, $380,650; municipal separate 
school district taxes, $540,150; total, $2,941,600. In addition 
the removal of the state's six mill tax from homes accounts for 
approximately $700,000. 

A total of 149,727 homesteads are affected by the new legis- 
lation, which exempts such property from all ad valorem taxes 
up to an assessed valuation of $5,000.00, except (1) taxes of town 
and city governments, (2) taxes for debt service, and (3) taxes 
for governmental-cost payments in excess of the millage rates 
authorized in state statutes. While statistics are not yet available 
on the ratio of exempt to non-exempt homestead taxes, officials 
state that well over 50 per cent of all ad valorem taxes on homes 
have been removed by the legislation. 

To finance the reimbursement to local governments during the 
1938-40 biennium, the legislature appropriated $5,250,000.00. In 
view of a large surplus in the state treasury, the only new revenue 
measures provided to meet this expense consisted of increases in 
the existing tobacco and beer taxes. 

While first reports indicate an increase of employment during 
the late fall months in the nation as a whole, Mississippi proved 
a notable exception. The Unemployment Compensation Com- 
mission's index of end-of-month employment dropped from 95.5 
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in September to 91.7 in October and 89.9 in November. This 
trend may be significant to students of the Wage-Hour law. 

A four-year course in Public Administration is to be established 
at Mississippi State College in the School of Business and Industry, 
of which James V. Bowen is dean. Emphasis will be given to 
governmental organization and policy, taxation, public relations, 
and governmental accounting and auditing. In the Land Grant 
College Association, G. D. Humphrey, President of the College, 
has been a strong advocate of such courses throughout the nation. 

Jackson, Mississippi M. K. Horng, Jr. 


NORTH CAROLINA 


North Carolina employers have made contributions amounting 
to $19,070,077 in the past three years on umemployment com- 
pensation. Interest amounts to $284,989; payments amount to 
$8,216,039, leaving a balance in the reserve fund at the end of 
1938 of $11,139,027. 

The general assembly was convened in regular biennial session 
in January 1939. Legislative action affecting the 3 per cent sales 
tax, diversion of state highway funds, increased tuition at the 
University of North Carolina, and increased taxes on bottled 
drinks and liquor is anticipated. Proposals for a twelfth grade 
in the schools, increased teacher pay and a retirement system 
have apparently been ruled out because of the lack of funds. 
Passed was a law exempting from merit examination the ap- 
proximately 500 employees of the State Employment Compensa- 
tion Bureau who have held their positions for six months or more. 
Merit examinations for future employees and promotion of old 
employees are being conducted throughout the state in the several 
job classifications. 

More than a million dollars worth of foodstuffs and farm prod- 
ucts taken from national areas of glutted markets and over- 
production was distributed in the state during 1938 by the Com- 
modity Distribution Division of the State Board of Charities 
and Public Welfare. A total of 24,000,000 pounds of food was 
spread among needy families, school lunch rooms, and public 
institutions of the state. 

Duke University J. Maynarp KzEgcu 
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SOUTH CAROLINA 


The present general assembly is facing a most difficult fiscal 
problem. Last summer the South Carolina electorate voted to 
amend the State Constitution to remove from the Constitution a 
provision making mandatory the levy of a three mill tax on 
property for the support of public schools. Other revenue sources 
have recently evidenced declines in productivity. On the ex- 
penditure side, urgent requests for appropriation increases have 
come from many state agencies and institutions. In particular, 
the state social security program is making heavy demands for 
funds. It is generally believed that approximately $6,000,000 
additional revenue must be obtained if various demands are to 
be met with reasonable adequacy. 

At this juncture it cannot be predicted just what solution will 
be effected by the legislature. The general sales tax, with a 
rate of 2 per cent, has been most generally discussed in Columbia 
and throughout the state. This is proposed as a substitute for, 
or supplement to, existing selective sales taxes which have been 
effective for several years. Some persons profess to see the neces- 
sity or advisability of the retention of a state levy on property. 
A committee composed in part of members of the legislature and 
in part of outstanding citizens has been named to study the prob- 
lem and to make recommendations. Incidentally, the legislature 
has memorialized the Congress to assume an increased portion 
of the costs of social security. 

The Women’s and Professional Division of the Works Progress 
Administration is cooperating with the Department of Agri- 
cultural Economics of Clemson College in an extensive research 
program. Among the principal projects are: studies in property 
tax assessments and delinquencies; the assessed values and sale 
prices of farm real estate; a graphic summary of the state’s popula- 
tion and resources; the probable effects of homestead tax exemp- 
tion; a rural housing survey; and a statistical analysis of data 
available in the reports of various state departments. These 
studies are expected to provide basic data for needed reforms. 

Furman University A. G. GrirFIn 
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TENNESSEE 


Various economic indices show that the state has kept pace 
roughly with the trends throughout the nation. The rate of 
increase in electric power output has far exceeded that for the 
nation at large. Likewise, the percentage increase in total 
construction contracts in the state has been higher than that for 
the nation as a whole. New residential construction, however, 
has fallen behind the trend for the nation. Tax returns from the 
state reveal that federal taxes collected in the state in 1938 ex- 
ceeded by more than $800,000 the collections in 1937. 

State tax collections showed improvement for the last half of 
1938, especially the gasoline tax, the franchise tax, and the gross 
receipts tax. The cigarette tax was reduced from 4 cents per pack- 
age to 3 cents with the proviso that if, during a designated period 
of time, it failed to yield a stated amount of revenue the rate 
would return to 4 cents. 

Governor Prentice Cooper is sponsoring an economy program 
for state government. The administration’s reorganization bill 
has been passed giving the governor considerable additional 
power. The act places the Personnel Department and the Pur- 
chasing Department directly under the governor's supervision. 
The former Department of Institutions and Welfare has been 
divided into two departments, one having charge of institutions 
and the other of public welfare. The new organization has 
resulted in a state government with ten departments headed by 
commissioners and five departments headed by directors responsible 
directly to the governor. Perhaps the provision which allows 
the governor to strike from the payroll any state employee not 
elected by the people and increase or decrease the salary of any 
state employee not so elected was the most criticized item in 
the bill. The governor has been faced with a current financial 
deficit carried over from the past administration and with his 
promise not to add new taxes he has been forced to place emphasis 
on economy. 

Three constitutional amendments have been recommended by 
the administration. These amendments were passed in the last 
general assembly and came back this year. They are: (1) an 
increase in per diem compensation for legislators from $4 to $10; 
(2) a revision of the tax structure ‘‘by permitting more equitable 
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distribution of the tax burden, in that net incomes may then be 
taxed and personal property classified for tax purposes’’; (3) an 
increase in the governor's term from 2 to 4 years. 

The legalization and taxation of liquor in Tennessee appears 
to be a growing issue in this legislature although the governor 
has expressed himself against any proposals of this character. 

While the state is finding it difficult to secure sufficient revenue 
for its present program there appear to be urgent needs for ad- 
ditional educational and welfare funds. The administration has 
budgeted a $750,000 annual appropriation for the University of 
Tennessee, this figure being somewhat larger than the amount 
actually secured by the university during the past year. 

Former Senator James P. Pope of Idaho has assumed his duties 
as a director of the Tennessee Valley Authority. The United 
States Supreme Court on Monday, January 30, 1939, dismissed a 
major suit by private utilities against the TVA. Following 
closely after this 5-2 decision, the Tennessee Electric Power 
Company and the TVA reached an agreement for the Authority 
and the municipalities being served to purchase the property of 
this company at a figure of $78,600,000. When the purchase of 
this property is completed it will mean that Chattanooga and 
Nashville will be able to secure TVA power as well as a very 
large number of smaller cities in the middle and eastern part of 
the state. Knoxville has already secured, through purchase, the 
property of the Tennessee Public Service Company and is now 
operating its municipal distribution system. The Tennessee Public 
Service Company has also been able to dispose of its transporta- 
tion properties in this city. 

The Congressional Investigation Committee investigating the 
affairs of the TVA did not file their report with Congress on 
January 3, 1939, as had been contemplated. Instead there was a 
request for additional funds—$25,ooo—which was granted, and 
according to present announcements, a report will be submitted 
to Congress on April 1, 1939, by this committee. 

Tennessee Valley Authority T. L. Howarp 


VIRGINIA 


Governor Price has announced the reorganization and enlarge- 
ment of the Budget Division of the state. Since 1919 the budget 
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system has been administered by a director who confined his 
activities to the administration of the fiscal affairs of the state. 
Under the new arrangement the Budget Division is to be re- 
organized and enlarged to include administration, research and 
records, and control. In announcing the new plan the Governor 
said the change “‘sets new standards and objectives for budget 
making not only for Virginia but for the other states of the United 
States and the Federal Government.’’ The director of the new 
organization will be Dr. Roland Egger who until his appointment 
to this position was head of the Bureau of Public Administration 
at the University of Virginia. The new program will be financed 
in large part by an initial grant of $45,000 by the Spellman Fund 
of New York. 

The Governor has stated that the purpose of the reorganization 
was to strengthen the present budget-document and control 
functions of the division and ‘‘particularly to implement the 
system of executive allotments and control, and to make the 
budget-document itself as well as the budget bill more useful to 
the members of the General Assembly and to the taxpaying public 
in supervising the work of the state government.” 

An equally important part of the functioning of the reorganized 
budget office will be long-term fiscal and administrative planning. 
It is intended that the budget office take up where the Virginia 
State Planning Board and other state and regional planning 
agencies now leave off, to translate plans into terms of fiscal 
requirements and administrative organization, to negotiate and 
determine priorities and, ‘‘in general, to implement the orderly 
and systematic development of the State’s natural and human 
resources by suggesting practical lines of action for the realization 
of needed projects.”’ 

In concluding his statement the Governor said, ‘‘if we can 
plan our development closely in accord with national policy we 
may—nation, states and localities working hand in hand—con- 
tribute significantly to the economic stability and growth which 
is the keystone of vigorous democracy and sound government, 
and materially reduce the area of opportunism and accident in 
the progress of our State and nation.” 

University of Virginia GrorceE T. STARNES 
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J. Haden Alldredge of the TVA has been named by President 
Roosevelt to the Interstate Commerce Commission. Mr. All- 
dredge is a champion of the removal of freight rate differentials 
which have handicapped the economic development of the South. 

Arthur Anderson was added to the staff of the faculty in business 
administration and economics of Florida Southern College to 
take the place of Dr. Close. 

Karl E. Ashburn, formerly professor of economics and business 
administration at Texas Technological College, assumed his new 
duties as head of the Department of Commerce and Business 
Administration at Southwestern Louisiana Institute on February 1, 
1939. Dr. Ashburn made a special study of the Texas Workmen's 
Compensation Insurance Act and its administration for Governor 
James V. Allred in the summer of 1938. His findings and recom- 
mendations were published in a 110-page report by the State of 
Texas and made available to the Texas legislature. 

G. H. Aull, head of the Department of Agricultural Economics 
and Rural Sociology at Clemson College, and S$. M. Derrick, 
professor of economics at the University of South Carolina, have 
been named by Governor Maybank as members of a committee 
authorized to study South Carolina’s tax problems and to make 
recommendations to the legislature. 

Willis N. Baer, Stetson University, has been promoted to 
associate professor of economics. 

R. P. Brooks, dean of the School of Commerce of the University 
of Georgia, is this year’s president of the American Association 
of Collegiate Schools of Business. Dean Brooks has recently 
published a brochure entitled ‘Georgia Faces a Financial Crisis.”’ 

Miss Lelah Brownfield of Alabama College has been elected to 
membership on the executive board of the Southern Business 
Education Association as the representative from Alabama. 

Everett J. Burtt, Jr., on the instructional staff of Duke University 
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for the past semester, has been released to accept a position at 
the University of Maine. 

William P. Carr, formerly an instructor at the University of 
Texas, has been appointed an assistant professor of accounting 
at Mississippi State College. For several years Mr. Carr has been 
in private business as a certified public accountant. 

James E. Chace, assistant professor of economics and real estate, 
has returned to the University of Florida after a year’s leave of 
absence during which he did graduate study at the University 
of Chicago. 

Lawrence Dixon took charge of the Commerce Department of 
Louisiana Polytechnic Institute at the beginning of the 1938- 
39 session. 

Elizabeth W. Donovan has been appointed instructor in eco- 
nomics for the current semester at the Woman's College of the 
University of North Carolina. 

H. M. Douty resigned his assistant professorship at the Woman's 
College, University of North Carolina, in February to accept a 
position under Civil Service appointment as associate industrial 
economist in the Wage-Hour Division, United States Department 
of Labor. 

Robert Downs has been added to the staff of the University of 
Miami and is giving courses in history, political science, and 
economics. 

Miss Inez Frink has been added to the staff as part-time instructor 
in commerce at the Florida State College for Women. 

John L. Fulmer, assistant agricultural economist, Clemson 
College, is on leave of absence at the University of Virginia. 

Stuart W. Girriel has been added to the staff of the University of 
Miami as assistant professor of marketing and industry. 

C. Addison Hickman, formerly an instructor at the University 
of Iowa, is now serving as instructor in business administration 
at Stetson University. 

Paul M. Jones, assistant professor in the School of Business and 
Industry at Mississippi State College, will teach accounting at 
Greely State Teachers College in Colorado during the summer 
session. 

Russell C. Larcom, formerly with Massachusetts State College, 
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has been added to the Stetson University staff as professor of 
business administration. 

John S. Neblett resigned as instructor in business administration 
at Stetson University to accept a position at the Florida Military 
Academy. 

Earl Powers was appointed instructor in accounting at the 
University of Florida. 

L. B. Raisty, of the School of Commerce of the University of 
Georgia, is director of an extensive Works Progress Administration 
project, the object of which is indicated by the title, ‘‘Rural 
Real Property Identification Survey.”’ 

Reginald Rushing has resigned his position as assistant professor 
of accounting at Mississippi State College. 

Alfred G. Smith, formerly of Columbia University, is serving 
as instructor in economics at the University of South Carolina. 

Glenn W. Sutton, of the School of Commerce of the University 
of Georgia, is regional director of an inquiry being conducted by 
the United State Bureau of Labor Statistics. The investigation is 
entitled ‘‘State, County and Municipal Employment Survey.” 
All of the territory south of the Ohio and Potomac and east of the 
Mississippi is in Dr. Sutton’s region. 

George Tomlin of the University of South Carolina is on leave 
of absence doing graduate work at the University of Pennsylvania. 

Ralph M. Van Metre, formerly of the University of Akron, has 
been appointed associate professor of economics and sociology 
in Centre College of Kentucky. 
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and dislocated currencies proves the text’s timeliness, well-supported also by the material 
considering the “flight from the dollar.” 


COMMENT: ‘It is excellent. In fact, I feel that it 
is one of the best of the modern available texts for a 
principles course, if not the best. It has a marvelous 
style, it is understandable, and it contains the es- 
sence of the new contributions to theory.’’—Harold 
D. Saunders, University of Iowa. 


363 pp.,629in. College pr. $3.00 list 


by G. W. FORSTER 
FARM ORGANIZATION by G.W. FORSTER 


Economics, North Carolina 
ME State College of Agriculture 
A N 1) M A and Engineering, University 





of North Carolina. 


F= beginning students of agricultural economics and farm management. 


Based on actual farm operation, this text includes important topics (often omitted in 
other texts) such as new forms of management in agriculture, and economic reports as 
aids to management. Three tested, effective methods of farm organization are given: 
the substitution; the comparison; and the standard farm budget. 


63 New Illustrations 90 Up-To-Date Tables 
25 Chapters (Review Questions follow each chapter) 
432 pp.,629in. College pr. $3.00 list 
Those giving courses are cordially invited to examine 
one or both texts over a period of three months, with 
a view to adoption. When writing, please use your 

college stationery and give your rank. 


PRENTICE-HALL, Inc., 70 Fifth Ave., New York 








r 
ic 
i- 


it 
al 


| in 
as 
en: 











A NEW BOOK ON 
“PRINCIPLES” 





ECONOMIC PRINCIPLES IN PRACTICE 


BY 


BRUCE W. KNIGHT 
Dartmouth College 


Beginning with the broadest aspects of competition this book shows, 
step by step, what the leading economic principles are and how competition 
works or fails to work in practice. 

It affords an exceptionally clear account of the organization and opera- 
tion of the economic order as a whole as worked out through the system 
of prices. 


To be published in April, 1939 


A NEW BOOK ON 
“PROBLEMS” 





ECONOMIC PROBLEMS 
IN A CHANGING WORLD 


BY 
WILLARD THORP and OTHERS 


Our economic system through its very nature is dynamic, and within it 
are many forces which are constantly trying to cause or resist change. 

The purpose of this book is to examine these forces at work, as they 
create or as they solve our economic problems. It endeavors to present 
and evaluate the current state of our actual functioning at certain critical 
points in the economic system—namely, consumption, prices, management, 
labor, capital, and government. As a text, it is highly provocative, em- 
phasizing the present and the future through an examination of the sig- 
nificant points of disturbance. 


820 pp., $3.75 
For examination copies, write 


FARRAR & RINEHART, INC. 
232 MADISON AVENUE NEW YORK CITY 


























THE SOUTHERN ECONOMIC ASSOCIATION 





OrFIcers OF THE SOUTHERN Economics ASSOCIATION: 


President 
Robert H. Tucker, Washington and Lee University 


Vice-Presidents 
John B. Woosley (Program), University of North Carolina 
Louis W. Lohr (Membership), Howard College 
Malcolm H. Bryan (Research), Federal Reserve Bank, Atlanta 


Editor 
Harlan L. McCracken, Louisiana State University 


Secretary-Treasurer 
D. Clark Hyde, University of Virginia 


Executive CoMMITTEE OF THE AssocraATION: the officers of 
the Association and past presidents, ex officio. 


Membership dues in the Association are: Annual $3.00, 
Sustaining $5.00, Contributing $10.00, Institutional, $10.00. 
Membership fees include $2.00 in payment for a year’s subscrip- 
tion to The Southern Economic Journal at the special rate granted 
to members of The Southern Economic Association. 


Applications for membership should be addressed to 
D. Clark Hyde, Secretary-Treasurer, The Southern Economic 
Association, P. O. Box 1385, University Station, Charlottes- 
ville, Virginia. 














For a Balanced, Carefully Integrated 
Introductory Course in General Economics 


Next Year Use the Complete Series 


ECONOMICS 


AND 


SOCIAL INSTITUTIONS 


Six Volumes 


Edited By 
JAMES G. SMITH 


Professor of Economics, Princeton University 


Comprehensive Problem Material, with 
Realistic Theory Unifying the Whole 


LITTLE, BROWN & COMPANY 


Publishers Boston 





